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Marice tsr e g ui a ficr China’s fledgling tourists spread their wings 


m 


reforms 



The Securities and Exchange Commission, the 
US fina n cial regulator, is considering the most 
sweeping revision of its powers in its 63-year 
history, in response to the growing influence of 
online trading and alternative stock exchanges. 
The c han ges could encourage the formation of 
stock exchanges on the internet, cut the regula- 
tory burden on small, exchanges and allow the 
nation's largest markets more flexibility in 
offering new conducts. Page 16; Call for Euro- 
pean extranet. Page 11 

Citicorp, the US bank, has abandoned plans to 
buy a fund management business and 
has recruited Peter Carman, farmer head of 
equities at Boston-based Putnam Investments, 
to be its chief investment officer, in the hope 
that be will attract other high-powered money 
managers. Page 17 

Cuba defiant in hardline stance: Cuba's 
ruling Communist party, turning a deaf ear to 
international calls for political reform, has pub- 
lished a policy document asserting that one- „ 
party socialism is the island’s only effective 
defence against US hostility. Page 4 

Army coup in Sierra Leone: Junior officers 
in Freetown announced the overthrow of the 
civilian administration of Sierra Leone's presi- 
dent Ahmed Tejan Kabbah, ending a short-lived 
experiment with democracy. Page 4 

Brussels may curb state aid to industry 

The amount of state aid 
. that European govern- 
ments give to industry 
1 would be cut sharply If 
l tough proposals drawn 
up by the European 
Co mmission into 
! fora*. As part of a pro- 
! posed crackdown on a 
recent rise in state aid 
levels, Karel Van Miert, 

I left, competition com- 
missioner, is targeting 
government subsidies to industry in the Euro- 
pean Union's needy regions. Page 2 

Bank Handlowy, one of Poland's largest 
banks, could be valued as high as $lbn when it 
goes on sale today in central Europe’s largest 
privatisation of a financial institution. Page 17 

Formula One float stffl a rdnner. Plans 
for the S3.2bn flotation of Formula One Hold- 
ings. the motor racing series controlled by Ber- 
nie Ecclestone, were still on track in spite of a 
row with, racing tggms over.tenns. Page 16 

Serbian banks combine: In an effort to 
restructure Serbia's ailing banking system, the 
state-owned Beogradska Banka has announced 
the formation of a group of at least 20 banks. 
Page 17; Bank, to borrow, Page 18 

Fire kUle 130 looters: Arsonists set fire to a 
shopping mall in Banjermasln on the island of 
Borneo, killing at least 130 looters who had. 
charged inside during a political riot in the 
Indonesian election campaign, police said. 

Romania receives neighbour: Hungary's 
president Azpad Goencz arrived in the Roma- 
nian capital of Bucharest on the first visit by a 
head of state in the history of the two countries. 
His host, Emil Cbnstantinesco, said it was "a 
symbol In this troubled zone of the Balkans”. 

Acceptance for Tafiban: Pakistan became 
the first country to recognise the Taliban 
Is lami c militia as Af gh a nis tan's government. 
Taliban success stirs fears. Page 8 

France searches for missing coles: 

Officials at the Moonale do Paris, the body 
responsible for minting French coins, have 
launched an inquiry into why large quantities of 
coins are disappearing from circulation. Page 2 

England cricket sweep: England completed 
an unexpected 3-0 sweep of Australia in one-day 
cricket internationals, comfortably overhauling 
Australia's 368 with six wickets to spare. The 
win gave England their first series win over 
Australia since taking the Ashes and the World 
Series Cup one-day event in a 1886/ 87 tour . 

European monetary system: The EMS grid 
remained static last week, with only the Irish 
punt moving. The punt feU back, to below 7 per 
cent away from its central rate within the 
exchange rate mechanism. Currencies, Page 27 


By James Harding in Shanghai 

Mrs Jiang and her family have 
just got back from holiday and 
are unpacking their swimming 
trunks and. son cream alter a 
week on Thailand 's beaches. 

Mrs Jiang's husband, a 
retired electrician living off a 
modest fortune from Shanghai 
property, wishes more of his 
countrymen could take a vaca- 
tion abroad. 

“Chine's seaside is yellowy 
brown, but Thailand’s waters 
are clear and fresh- More 
Shanghainese should get the 


chance to see the real sea,” he 
says. It was hardly a pioneer- 
ing trip, but the Jiangs are in 
the vanguard of the mainland 
Chinese holidaymakers set to 
change the face of interna- 
tional tourism. 

When Shanghai's China 
International Travel Service, 
one of many travel agents in 
China's most cosmopolitan 
city, started offering trips to 
Thailand. Malaysia and Singa- 
pore In 1994 just 300 people 
signed up for holidays abroad. 

Last year, 3,000 Shanghai- 
nese went for a week in the 


sun. Mr Song Chaoqi, general 
manager of the agency, says: 
"Overseas tourism is develop- 
ing very fast In the old days 
people saved all their money. 
Now spending money is fash- 
ionable and they want to get 
away for some relaxation.” 

Foreign travel was usually 
prohibited in Mao's China, and 
in the early years of China's 
reforms neighbouring coun- 
tries were reluctant to host 
Chinese visitors, fearing mil- 
lions might never leave. 

But as China's urban elite 
has grown more affluent, some 


Asian countries have started 
offering tourist visas. 

Now Japan and Australia 
are considering granting visas 
to Chinese package holiday- 
makers. banking on a poten- 
tially vast source of revenue. 

Most of the 5.06m Chinese 
people who left the country 
last year were travelling on 
official business. 

The days of young Chinese 
backpacking abroad are still a 
long way off. Passports - let 
alone visas - are not yet freely 
available. But some 1.64m 
people went on trips organised 


by travel companies and a 
growing proportion of them 
are paying their own way. 

This year, Thailand is the 
tourist hot-spot for wealthy 
mainland Chinese. For YnS.800 
($698; CITS offers a one-week 
package trip including four or 
five days on the beach, two 
nights in Bangkok, a day's 
shopping and a Thai cabaret 
evening. 

The typical Chinese holiday- 
maker Is not interested in sun- 
tans or sex, like many western 
tourists. “The philosophy is 
spend less money, see more 


places. They want to hurry 
from one sight-seeing spot to 
another." Mr Song says. 

Beijing has made great 
efforts to attract foreign visi- 
tors - 1997 is "Visit China" 
year - but has only just 
started to address the rapid 
growth in tourists from China. 
The government is quietly con- 
cerned about the potential loss 
of foreign exchange, and. 
according to proposals being 
considered by the tourism min- 
istry. "the number of Chinese 
visitors going abroad should 
be controlled". 


France turns to the left in first round of election and leaves contest wide open 


French poll 
rebuffs the 
government 

By David Buchan, Andrew 

Jack and David Owen in Paris Backpround to election —Page 2 
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French voters yesterday 
delivered a stinging rebuff to 
the ruling centre-right coali- 
tion in the first round of the 
country's parliamentary elec- 
tions, according to early exit 
polls. 

Parties of the centre-right 
polled less than the combined 
forces of the left, according to 
the first voter surveys. 

The far-right National Front 
looked set to benefit from pro- 
test voting, scoring an esti- 
mated 16 per cent. 

If confirmed, the first-round 
result would turn the crucial 
run-off election on June 2 - 
when most of the 577 National 
Assembly seats will be decided 
- into a wide-open contest, and 
put the position of Mr Alain 
Juppe, the Gaullist prime min- 
ister, into immediate question. 

The left - composed of the 
Socialists, Communists and 
smaller left-wing parties - was 
credited with a total of 44 per 
cent, according to the Sofres 
polling organisation, compared 
to 36.8 per cent for the Gaullist 
RPR and centre-right UDF 
coalition, plus the Independent 
right. An estimate by BVA 
polling gave the left 40.7 per 


cent over 3722 per cent for the 
right 

Polls during the campaign 
showed the left at best level 
with the right In votes, but 
still behind in projected seats. 

“It Is a blow and a warning," 
said Mr Jacques Toubon, jus- 
tice minister and number two 
in the government, adding: 
“We need to rediscover our 
electorate” in time for the sec- 
ond round. 

Mr Laurent Fabius. a former 
Socialist prime minister, said 
the result was “a disavowal of 
government policy", while Mr 
Jean-Pierre Chevdnement of 
the Citizens’ Movement, which 
is allied to the Socialists, said 
President Chirac had “lost his 
bet”. 

Mr Chirac had called the 
early election in a bid to give 
the government a free hand for 
the next five years to steer 
France into European mone- 
tary union. 

Mr Bruno Magnet of the far- 
right National Front (NF) also 
said it was a slap In the presi- 
dent’s face. The NF was a 
major beneficiary of the pro- 
test vote, polling around an 
estimated 15 per cent Ecologi- 



Uneasy rider: Alain Juppd's position as prime minister has been called into question after voters rebuffed the ruling coalition r*** 


cal and fringe parties on right 
and left also benefited, scoring 
between 2-3 per cent each. 

However, the ability of the 
NF to play kingmaker on June 
1 may have been reduced by 
the low turnout of less than 70 
per cent which may hamper 
its candidates making it into 
the second round. 

Among the big battalions, 
the RPR-UDF fared worse, 
scoring only 31.5 per cent 


according to both Sofres and 
BVA polls. 

Despite the wide dispersal of 
votes, the Socialists held up 
well with around 26.5-27 per 
cent of the vote, according to 
these two exit polls, while 
their Communist allies pulled 
in 9.5 per cent of the vote. 

To win on the first round a 
candidate needed to get 50 per 
cent or more of the vote. So 
with a record number of candi- 


dates splitting the vote, yester- 
day's poll will have settled 
very few seats. 

But projecting last night's 
result into possible scat gains 
on June 1. Sofres gave the 
Socialists and their Green and 
smaller allies between 342-272 
seats, with the Communists 
gaining 21-30 seats. 

Set against this was an esti- 
mate of 255-287 seats for the 
RPR-UDF, with the NF per- 


haps getting up to three seats. 

Last night's polls only apply 
to the 555 seats In mainland 
France. The right usually 
holds most of France's 22 over- 
seas constituencies. 

The campaign has been one 
of the shortest in recent 
French history, after President 
Chirac dissolved the National 
Assembly on April 2i, u 
months earlier than legally 
required. 


Brewery 
chairman 
to head SA 
police force 

By Mark Ashurst 
In Cape Town 

The South African government 
has appointed one of the coun- 
try’s most prominent and out- 
spoken industrialists to revi- 
talise the beleaguered police 
force in its battle against a 
national crime epidemic. 

f Jt Meyer Kahn, chairman of 
_juth African Breweries, the 
country's biggest industrial 
group, will take up his new job 
as rbief executive of the South 
African police service on 
August l. He is the first civil- 
ian to hold the post 

The appointment was 
announced on Saturday by Mr 
Thabo Mbeki, deputy presi- 
dent, who said it would “direct 
and accelerate the conversion 
of the police service into an 
effective law enforcement and 
crime prevention agency". 

South Africa’s level of organ- 
ised crime is believed to be the 
third-highest in the world after 
Colombia and Russia. 

Mr Kahn, 57, was a promi- 
nent figure in last year's pub- 
lic brawl between big business 
and government over the 
future direction of economic 


Continued on Page 26 
Observer, Page 15 


Russians strike 
Gazprom deal 


By Chrystia Freeland and 
John Thornhill in Moscow 

The Russian government will 
today sign an agreement with 
Gazprom, the country's largest 
company, to bolster its cam- 
paign to keep a rein on natural 
monopolies. 

The agreement with the 
giant gas company and its 
chairman . Mr Rem Vyakhirev, 
means that Russia's most pow- 
erful corporate boss must 
observe tough performance cri- 
teria. Most significantly, Mr 
Vyakhirev’s salary will be cal- 
culated as a percentage of the 
dividends the company pays to 
the government. 

The deal is an important vic- 
tory for Mr Boris Nemtsov, the 
reformist first deputy prime 
minister, who has led the 
state's attack against the pre- 
viously sacrosanct monopo- 
lists. 

In an interview with the 
Financial Times at the week- 
end, Mr Nemtsov said the deal 
would cut the power of Gaz- 
prom managers, who have 
operated the company as a 
secretive Seldom. 

The agreement replaces a 
1993 deal which, according to 
Mr Nemtsov, had offered Gaz- 
prom managers options to buy 
a controlling stake In the enor- 
mously valuable company at a 
fraction of Its market price. Mr 
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Nemtsov said the new pact 
was a sign the government 
was winning in its effort to 
create an open, competitive 
market economy. 

“We were able to change the 
trust agreement, which is very 
important," Mr Nemtsov said. 

He said even Mr Victor Cher- 
nomyrdin, the prime miniRtar 
and a former Gazprom chief, 
supported state efforts to bring 
Russia’s largest company back 
under control. 

"Even on such a delicate 
problem as Gazprom, there is 
no opposition, because Mr 
Chernomyrdin feels himself to 
be the head of the government 
and not the former head of 
Gazprom," he added. 

Mr Vyakhirev will be ap- 
pointed manager of the state's 
40 per cent stake In the com- 
pany, but with conditions, 
including the link between his 
salary and dividends. Al- 
though Gazprom is Russia's 
biggest company, over the past 
two years it has paid the Rus- 
sian Treasury just Rbs20bn 
(S3-5m) In dividends. 

Mr Vyakhirev must also 
ensure open access for other 
companies to Gazprom's gas 
pipeline and provide Mr Nem- 
tsov - who as energy minister 
heads a government board that 
oversees the company - with 
complete financial reports 
every quarter. 
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NEWS: EUROPE 


Brussels 
may curb 
state 
aid to 
industry 

By Emma Tucker in Brussels 


The amount of state aid, that 
European governments give 
to industry would be cut 
sharply if tough proposals 
drawn up by the European 
Commission come into farce. 

As part of a proposed 
crackdown on a recent rise 
in state aid levels, Mr Karel 
Van Miert, the competition 
commissioner, is targeting 
government subsidies to 
industry in the European 
Union’s needy regions. He 
also wants to depoliticise 
the process by which the 
Commission vets state aid, 
making It harder for govern- 
ments to influence the out- 
come of decisions. 

At present governments 
are able to subsidise op to 
75 per cent of investments 
In the EU*s most under-priv- 
ileged regions. In less poor 
but still needy regions, the 
figure is 30 per cent Under 
proposals to be pot to indus- 
try ministers over the com- 
ing months, the ceilings 
wonld be cut to 50 per cent 
and 20 per cent respectively. 

“The levels of aid that are 
allowed to be given are too 
high.” says Hr Van Miert 
“The closer yon look at 
today’s situation the more 
you come to the conclusion 
that state aid is really dis- 
torting competition.'’ 



Van Miert: ‘state aid 
distorting competition’ 

There is a suspicion that 
the regime is doing more to 
help companies which shop 
around for government sub- 
sidies, than to overcome real 
regional problems. 

Officials are also drawing 
up proposals for a “multi- 
sectoral” framework under 
which all state aid over 
Ecu50m ($57m) would be 
examined by the Commis- 
sion, a move that would give 
Brussels more control over 
the biggest, most distorting 
cases of state aid. 

In an effort to make its 
role as overseer of fair com- 
petition more objective, the 
Commission wants to set 
time limits for the handling 
of state aid cases, and to 
open op the vetting proce- 
dure to third parties, such 
as competitors. 

“So long as the state aid 
procedure is just something 
between the Commission 
and the member states, the 
Commission does not have 
the clout to stand up to gov- 
ernments,” says Mr Chris- 
tian Ahlborn, a lawyer at 
Linklaters & Paines, a Brit- 
ish law firm. 

Mr Van Mlert’s plans 
come in response to criti- 
cism that excessive state aid 
to industry, particularly in 
the richest member states, is 
distorting competition in 
the single market 

The proposals are likely to 
face opposition from govern- 
ments that do no want their 
hands tied when it comes to 
assisting national champi- 
ons. Mr Van Miert is expect- 
ing strongest resistance 
from Germany. 
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French warm to fine weather rather than deciding between left and right 


Choices fail to rouse voters 


By David Buchan to Paris 

Invited to 
\ choose 
,.r*S \ between “the 
shared Sian” 
promised by 
•••'AifjjSS the ruling cen- 
m < " fga tre-right and 
V Jigs the option of 
. ■ ■ ||e | “changing the 
W ' ; 8p* future" 
^ " :JT offered by the 
left, the 
FRENCH enthusiasm of 
ELECTIONS many of 
France’s 89m 
registered voters seemed to 
flag yesterday. Early voter 
turnout in yesterday’s first 
round of France's parliamen- 
tary election ran slightly 
above the level at exactly 
the same point in the previ- 
ous 1993 poll, in which a 
total of 31 per cent of eligible 
voters stayed at home. But 
the turnout toll back slightly 
later, as the temptation of 
fine weather across much of 
France began to take its toll 
on the electorate. 

Firm turnout figures were 
available from French Poly- 
nesia, where 64.6 per cent of 
Pacific islanders had turned 
out to vote in the first round 
held on May 17, a bit less 
than in 1993. Abstentions 
ran m uch higher in New Cal- 
edonia, where polls closed at 
breakfast Paris time. But 
this was because of a boycott 
by the local independence 
movement 

To win on the first round a 
candidate must get 50 per 
cent or more of the votes, 
and barely anyone managed 
to do that yesterday in view 
of the record number of can- 
didates - 6,351 or an average 
of 10.8 per constituency. 

Turnout in the first round 
may determine the shape of 
contests in the second round 
next Sunday because, in the 
absence of anyone gaining 
an absolute majority, the top 



Trappist monks from the Abbey of Monts des Cats leave polling booths near Lille yesterday 


State of the parties before the e le c t i o ns , 


French National Assembly: 577 seeds 


Independents- — , 

25 



two candidates go into the 
run-off, plus any candidate 
winning 12.5 per cent of the 
registered vote. Where the 
abstention rate was high, 
therefore, a third-ranking 
candidate needed to get sub- 
stantially more than 12 £ per 


cent of votes actually cast to 
qualify for the run-off. This 
Is particularly relevant to 
the hopes of National Front 
candidates to be still in the 
game an June 1. 

France seen its hi gh , 
est abstention rates in par- 


liamentary elections, called 
either just after a referen- 
dum as in 1962, or just after 
presidential contests as in 
1961 and 1988, because 
people do not like turning 
out twice in a short time. 
But the abstention rate has 
also risen in the normally 
timed elections to 31 per 
cent in 1993, not tor off the 
record 34 per cent in 1988. 

If abstention is a form of 
protest, then leaving the vot- 
ing paper blank Is an even 
stronger expression of dis- 
content with politicians by 
those who take the trouble 
to turn up at polling sta- 
tions. Four years ago 3.7 per 
cent of people voted blank, 
and many were clearly doing 
so yesterday. 

This year’s plethora of no- 
hoper candidates has pro- 
vided another avenue of pro- 
test in the first round far 


voters who may, or may not, 
return to mains tream candi- 
dates on June 1. As he voted 
yesterday in his political 
base of Corrfeze, President 
fihirao exclaimed: “Are there 
as many as that?", when he 
saw the bulletins of six can- 
didates for his old constitu- 
ency. 

At least, the president did 
not have his identity 
checked, as happened to 
Prime Minis ter Alain Juppe, 
when he went to vote in Bor- 
deaux. of which he has been 
mayor for the past two 
years. 

“Normally, it is enough to 
be well known,” said the 
unabashed premier before a 
battery of photographers. 
“No, everyone must show an 
identity card,” retorted the 
poll scrutineer. So Mr Juppd 
had to fumble in his wallet 
for the vital card. 


Paris ponders 
mystery of 
missing coins 


By Andrew Jack in Paris 

Maybe the French are less 
enthusiastic about Europe's 
piannpH angle currency, the 
euro, than their politicians 
would like everyone to 
believe, are trying to 
fight a rearguard action. 

Baffled officials ait the 
Monnaie de Paris, the body 
responsible for . minting the 
country's coins,, have been 
forced to launch an -inquiry 
into why large quantities of 
coins are disappearing each 
year from circulation. 

Economic growth .the 
usual factor pushing , the 
mint towards greater pro- 
duction - has been sluggish 
in France ova* the past two 
years. But the demand for 
new coins has jumped 
sharply, especially for the 
yellow, low-denomination 
five, 10 and 20 centime 
pieces. 

These three corns make up 
two-thirds of the more than 
ahr) fninii jn circula tion, and 
Che mint has been forced, to 
iwr»rp fl Sfr its aiwinal produc- 
tion target from. 400m this 
year to 600m next year to 
cope with the additional 
requests. 

■ The result is to put pres- 
sure on staff at a time when 
they are already trying to 
buMup stockpiles of francs 
so they can begin diverting 
their wiinKng machines to 

the fabricatio n of euro coins 
from spring 1998. 

It is likely to be several 
months before the inquiry 
produces any proof to back 
up possible explanations, 
which have been as diverse 
as growing numbers of tour- 
ists leaving the country with 
change stfll in their pockets, 
or Frenchwomen drilling 


holes in the .coins to turn 
them into jewellery. - 

Perhaps the French are 
building up, their own 
reserves -of francs and cat 
, times in an effort to con- 
tiimn defianffy - using the- 
national currency after the 
euro is formally introduced. 

Or maybe they hope to 
make a profit by stockpiling 
the coins, since some specu- 
late that the sale price of the 
five centime coin to the 
mint’s client — the Fr en c h 
treasury - (a closely guarded 
secret) is. greater than its 
fecevalua. 

Are tourists . 
taking them? 

Are "women 
turning them 
i nto jewellery? . 

There again, as the cost of 
living rises, individuals may. 
amply not consider it worth- 
while to lug 1 pocketfuls of the 
«wn« around with them and 
abandon their centimes in 
forgotten piles at home. 

At least Mr Alain Jupp6, 
the- prime minister, who is 
flghkrwg his re-election cam- 
paign competing against a 
gloomy backdrop of. h i g h 
unemployment, can draw a 
little satisfaction from the 
mystery. 

To cope with the extra pro- 
duction for the missing 
coins, the Monnaie to hiring 
several extra staff In its 
mint, fortuitously situated in 
Pessac, near Bordeaux, the 
city in which Mr Juppfi is 
both mayor and a parliamen- 
tary candidate for the 
National Assembly. 


Noordwijk clears the path to summit agreement 

Lionel Barber spells out importance of Friday’s EU meeting at a Dutch resort 


E urope’s leaders are on 
course to meet next 
month’s deadline for 
agreeing a new treaty to 
make the European Union fit 
for enlargement eas t w a r d s. 

Thanks to Friday’s mini- 
summit in the Dutch coastal 
resort of Noordwijk, the out- 
lines of a political agreement 
in Amsterdam in three 
weeks’ time are becoming 
clear. 

The importance of Noord- 
wijk was two-fold: it offered 
a chance for EU leaders to 
size up Mr Tony Blair, the 
new British prime minister; 
and it allowed everyone an 
opportunity to state their 
bottom lines in the intergov- 
ernmental conference (IGC) 
on revising the Maastricht 
treaty. 

On the first count, the 
summit was a success. Mr 
Blair made a lively debut in 
Europe. IDs breezy style was 
refreshing. He struck some- 
thing of a chord when he 
called for the EU to be less 
elitist and more relevant to 
ordinary citizens, although 
all leaders talk these days 
about building a “people’s 
Europe". 


On the second count, the 
Dutch presidency handling 
the IGC negotiations claimed 
to have made solid progress. 
“The atmosphere was excel- 
lent ," said Mr Wim Kok, 
Dutch prime minister. “The 
message was that everyone 
wants Amsterdam to be a 
success." 


in immigration, asylum, and 
visa policies. 

The Dutch presidency's 
plan to incorporate the 1985 
Schengen agreement provid- 
ing for the lifting of border 
controls into the main EU 
treaties is running into 
obstacles. 

This to not just with the 


‘The message was that everyone 
wants Amsterdam to be a success’ 


Mr Kok will be touring the 
14 other EU capitals in the 
run-up to the June 16-17 
summit in order to nail 
down the deal. Several key 
points are emerging in the 
final phase of the negotia- 
tions. 

First, any increase in EU- 
wide areas of responsibility 
will be limited. This applies 
to the question of whether 
the European Commission 
will extend its sole trade 
negotiating authority to 
intellectual property and ser- 
vices; but also to the plan to 
create a zone of “freedom, 
security, and justice” 
through more co-operation 


British and Irish, who are 
insisting on watertight guar- 
antees on maintaining con- 
trol of their national fron- 
tiers, but also with the 
Danish and, to an extent, the 
French. 

The likely compromise is a 
continuation in most areas 
of the present practice of 
intergovernmental co-opera- 
tion, tempered by a role for 
the European Commission 
and the Court of Justice to 
improve efficiency and 
accountability. There could 
be a switchover to EU-wide 
powers in, say, five years. 

Second, the size of the 
European Commission will 


not be reduced because 
smaller countries are not 
willing to renounce then- 
right to have their own indi- 
vidual commissioner. 

Chancellor Kohl floated a 
compromise: a c eiling of up 
to 20 commissioners, coupled 
with a review clause once 
the EU expands to 20 coun- 
tries, and stronger powers 
for the Commission presi- 
dent to vet nominees. 

Third, bigger countries 
will receive compensation 
for giving up one of their 
two commissioners in the 
form of more voting power 
in the decision-making 
Council of Ministers. 

This is essential for politi- 
cal legitimacy since Britain, 
France, Germany, Italy and 
Spain have nearly 80 per 
cent of the ElTs total popula- 
tion, but only 55 per cent of 
the votes. 

France, with support from 
Germany, unveiled proposals 
for reform which were a 
good deal more generous 
than the Dutch presidency's 

earlier plan. 

Most big countries would 
see their voting weights 
increase from 10 to 25. while 


the sm»n countries would go 
up less sharply. Thus Portu- 
gal would move up from five 
to nine, while Denmark 
would go from three to five. 

Mr Blair complained about 
the time spent on arcane 
iriK tilnLn trial arg umen ts^ but 
they touch cm the halation of 
power between small and 
large countries, and on 
national sovereignty. . 

Small countries view the 
European Commission as a 
guarantor of their voice in a 
Union which is set to expand 
to more than 20 members in 
the next five to 10 years. 

The fourth “bottom line” 
issue is the Franco-German 
proposal for a phased merger 
of the EU and the Western 
European Union. The Ger- 
mans insisted on the idea to 
show that Europe is still 
interested in a political 
union to balance the planned 
monetary onion, and the 
French went along. 

But Britain and the four 
"neutrals" will block any- 
thing which smacks of turn- 
ing the EU into a collective 
security organisation, 
although they are willing to 
allow the incorporation of 



peacekeeping tasks into the 
new treaty. 

Finally, President Jacques 
Santer of the European Cam- 
mission has his own, small 
wish-list. To date, Mr Santer 
has been virtually invisible 
in the IGC, preferring to let 
smaller countries such as 
the Benelux push proposals; 
but on Friday night, Mr San- 
ter let out a heartfelt 
demand for a more “Social 
Europe” to strengthen the 
proposed Employment Chap- 
ter in the new treaty. 

Mr Santer wants more 
action to protect workers’ 
rights. He was furious about 


Renault’s closure of its car 
plant in Vilvoorde, near 
Brussels. His aides were also 
irritated by aggressive Brit- 
ish briefings suggesting that 
Mr Blair had lectured the 
president on the need far a 
more competitive Europe. 

If Mr Santer decides ■ to 
fight his comer, he can 
count on support from 
France, the Benelux, and 
S can d inav ia, but not neces- 
sarily Germany and cer- 
tainly not Britain, where Mr 
Blair has his eye on his busi- 
ness constituency. There 
could be a lively fortnight 

ahead 


Romania ‘vote 
of confidence’ 
on reform plan 


By Anatoi Lieven 

The Romanian government 
has called a parliamentar y 
vote for this week to reaf- 
firm political support for its 
painful programme of eco- 
nomic reform. 

If it wins the vote - as 
expected - it can begin 
immediate implementation 
by decree of a whole range of 
measures without waiting 
for them to be passed into 
law. 

The government spokes- 
man, Mr Eugen Serbanescu, 
said it amounted to a vote of 
confidence in the six-month- 
old reformist government. 
The opposition FDSR, loser 
In last November's election, 
had said earlier it would 
seek such a vote. 

The need to accelerate the 
legislative process is dictated 
by the number of new laws 
the government wishes to 
pass. These total around 80, 
ranging from bank regula- 
tion and privatisation to the 
rules governing foreign 
investment Normal parlia- 
mentary procedures would 
take years. 

According to official fig- 
ures - which ignore the 


large black economy - the 
average living standards of 
ordinary Romanians have 
dropped by some 30 per cent 
over the past year, with the 
new price liberalisation hav- 
ing an especially severe 
effect The opposition and 
opposition-linked trades 
anions have accused the 
government of betraying 
promises to Its voters and 
have called a month of 
labour protests. 

Mr Serbanescu laid special 
stress at the weekend on the 
government’s commitment 
to its accords with the IMF 
and World Bank, from whom 
it has received pledges of 
more than $ibn in loans over 
the past two months. He 
Said: “This is the first time 
in post-Communist Romania 
that a cabinet has asked for 
what may be called a vote of 
confidence.” 

The vote this week should 
also strengthen the govern- 
ment in pushing through its 
list of state factories and 
farms scheduled for privati- 
sation or liquidation. This 
has been beset by the threat 
of unemployment and social 
protest as well as by govern- 
ment splits. 


Klaus replaces two senior ministers with more changes expected this work 

Czech premier starts cabinet reshuffle 


By Vincent Boland in Prague 

Mr V&clav Klaus, the Czech 
prime minister, has taken 
the first steps towards 
restoring his government’s 
battered credibility by repla- 
cing two senior ministers. 
Further cabinet changes are 
expected early this week. 

One year after a general 
election that cost him his 
parliamentary majority and 
put the brakes on the coun- 
try’s reform drive, Mr Klaus 
bowed to the weight of pub- 
lic opinion and removed Mr 
Ivan Kocamlk, the unpopu- 
lar finance minister , and Mr 


Jan RuznL interior minister. 

The start of the reshuffle 
coincided with a call by 
President V&clav Havel for 
the government to under- 
take a complete rethink of 
its policies to get the coun- 
try back on the path of eco- 
nomic and democratic 
reform. Mr Havel, who must 
approve new ministers, said 
yesterday he wonld not sup- 
port “cosmetic” changes of 
personnel unless they were 
accompanied by a reaffirma- 
tion of government policies. 

Many of the current gov- 
ernment’s problems are the 
result of a perceived policy 


vacuum, which has left the 
public disillusioned and 
made investors nervous. 

The new finance minis ter 
is Mr Jiff Weigi, an econo- 
mist who has been the prime 
minister’s thief adviser over 
the past few years. Mr Petr 
Necas, chairman of parlia- 
ment’s defence committee, is 
to become interior minister. 

A third cabinet member, 
industry minister, Mr Vladi- 
mir DIouhy, also announced 
his resignation, but his suc- 
cessor has not yet been 
named. The three parties in 
the centre-right coalition 
were continuing to meet sep- 


arately last night to agree a 
complete list of changes. 

The popularity of Mr 
Klaus and his government 
has fallen dramatically this 
year because of an economic 
slowdown and political 
squabbling. Big cuts in 
spe n ding and wage curbs in 
the public sector have been 
imposed to try to balance 
budget 

Mr MiloS Zeman, leader of 
the opposition Soda! Demo- 
crats, said at the weekend 
that the country should 
bring forward the next gen- 
eral election to autumn 1998 
from spring 2000. Though 


aimed mainly at the p 
minister's domestic cri 
the reshuffle is also b 
watched by investare. ‘ 
A perception ; of . instat 
has combined with the 
nomic problems. and a 
current account ' defied 
expose the koruna to si 
lation on foreign- exchi 
markets. The central 1 
was forced to raise inh 
rates and to intervene 
oral times in the past 10 1 
to keep ttekerona. withi 
trading range against a ] 
currency basket. 
Editorial Comment, 
Page 15 


Presidential vote row hits Slovak poll 


By Vincent Boland 

Slovakia failed a test of its 
democratic maturity at the weekend 
when referendum* on Nate member- 
ship and direct presidential elec- 
tions collapsed amid accusations or 
rigged ballot papers and a revolt by 
voters against Mr Vladimir Meciar, 
the prime minister. 

Many people refused to vote 
because ballot papers contained 
only three questions relating to 
Nato. A fourth question, on how to 
elect a successor to President 
Micbal Kov6f when his term expires 
next March, was omitted. 


The ballot papers had been 
changed after the country’s highest 
court gave an ambiguous ruling on 
the validity of that question. Mr 
Meciar, who opposes a direct elec- 
tion and is a bitter enemy of Mr 
Kovac, used this legal loophole to 
have it deleted. 

There were chaotic scenes at poll- 
ing stations on Friday and Saturday 
as voters demanded four-question 
ballot papers and walked out in pro- 
test when told they were not avail- 
able. 

Mr KovSfc, who supported both 
referendums, refused to cast his 
own vote, declaring; “This is not the 


referendum I ordered.” 

The entire exercise was 
to be declared invalid last night 
because fewer than 10 per cent of 
people voted instead of the 50 per 
emit required. 

Opinion polls had shown strong 
support for a direct election, which 
could have eased the country’s 
paralysing internal political divis 
ions. 

Diplomats said the breakdown of 
the democratic process would fur- 
ther isolate Mr Mefiar from the 
west, which saw the presidential 
referendum as a test erf Ms willing- 
ness to accommodate his opponents. 


An indication of western n 
will come on Thursday, wh 
Hans van den Brock, the EU 
na! affairs commissioner, vis! 
tislava. 

Ihe presidential vote was 
to avoid a constitutional v 
fiuxt March. Parliament cui 
«kcts a .president but: neithi 
now has the required' 60 pe 
majority to do sq. IT no sm 
cm be agreed presiden tial ] 
pass to Mr Mefiar. '. . 'j_. 

The Nato questions were reg 
as irrelevant because Slova 
Ukel y to be left oui'of the lbs 
of the alliance’s expansion. 
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Iran power balance will test Khatami 


W ith the. sparkling 
eyes and easy 
self-assurance of a 
master politician, Iran’s 
soon-to-depart President 
Hasheml Rafsanjani gazed 
down on the assembled press 
corps like a benevolent uncle 
confronted by impertinent 
children. 

That -audience, which 
included several obstreper- 
ous foreigners, was clearly 
going to do Its best to catch 
him out. the more so since 
the candidate he had pub- 
licly supported to take over 
from him had been soundly 
thrashed in the presidential 
election on Friday. 

What, he was asked, “will 
your position be in the deci- 
sion-making process when 
the president-elect, Mr 
Mohammad Khatami, takes 
over?” The president replied 
with the elliptical grace for 
which he is famous: “I will 
assist the cabinet of Mr Kha- 
tami. The Council of Expedi- 
ency, which Mr Rafsanjani 
will be heading “should act 
as adviser to the leadership 
in reference to the general 
policies of the country”. 

If ever there was a veiled 
warning to the new presi- 
dent that be would have to 


Put Up with, the. raptirm in ff 
presence of Mr Rafsanjani, 
this was it 

Officially ban’s president 
has the number two slot to 
the spiritual leader. Ayatol- 
lah Khamenei, in the consti- 
tutional hierarchy of power. 
In a- country where there is 
no prime minister, the presi- 
dent is the head of the gov- 
ernment, subject to a mam 
of checks and balances 
which he MU Wnmap» if he is 
as skilful as Mr Rafsanjani. 
but which will reduce him to 
impotence if he is not 
shrewd enough. 

It is well known that when 
he steps down in August, 
President Rafsanjani will be 
the head of an enlarged 
Council of Expediency, a 
body set up by Iran’s revolu- 
tionary guide and mentor. 
Ayatollah RuhoUah Kho- 
meini. in the early l98Qsto 
mediate when there was dis- 
agreement between the moj- 
lis, or parli amen t, and the 
keeper of Iran’s constitu- 
tional virtues, the Council of 
Guardians. 

These two councils are key 
levers of power in a system 
which has some observers 
baffled by its oriental opac- 
ity, but which are well 



Hashemi Rafsanjani* gave a veiled warning to Iran’s new 
president that he would have to put up with th e outgoing 
president’s continuing presence 


understood by Mr Khatami 
He has a reputation as a 
“man of principle’' who 
resigned his ministerial post 
in 1992 m protest at the lack 
of freedom for Iranian writ- 
ers. He was widely seen by 
voters as a man who would 
try to lift some erf the mare 
pervasive controls on per- 
sonal social behaviour and 
censorship which are fea- 


tures of Iran’s clerical 
regime. 

Yet Mr Khatami’s Islamic 
credentials are impeccable. 
Born In the southern prov- 
ince of Yazd, he graduated 
from the religious science 
centre in Qom, Iran’s spiri- 
tual centre, in 1961. He was 
actively involved in resis- 
tance to the Shah and was 
closely connected with the 


son of Iran’s revolutionary 
leader. Ayatollah Khomeini 

Unusual for Iran’s political 
leaders, Mr Khatami is a 
gifted linguist, speaking 
English and German as well 
as Arabic. Fart of his talent 
for languages comes from 
his years in Germany, where 
be chaired the Tsiamfo cen- 
tre in Hamburg in the late 
1970s. 

The big test for him will 
be whether he can build a 
constructive relationship 
with the other centres of 
power and in particular with 
Ayatollah Kh^m^pi and Mr 
Rafsanjani or be subsumed 
into their orbit In the latter 
case he will be blamed by an 
over-expectant electorate far 
all the economic and social 
ills which even the heavily 
controlled daily press 
acknowledge he is inheriting 
from his predecessor. 

“The new president," said 
one seasoned Iranian 
observer, “win have to dem- 
onstrate he knows how to 
switch on the magnate of 
power. If be can demonstrate 
he not only has authority 
but understands how to use 
it, be will draw power into 
his own orbit At the begin- 
ning, this will TTwxm he will 


have to be very easy-going 
and soft with these various 
centres of power in order to 
win their trust’’ 

. Mr Khatami will also have 
to win over the majUs, with 
its conservative outlook of 
wealthy basami traders and 
clerics, and of which Mr 
Khatami’s main rival, Mr Ah 
Akbar Nateq Nouri, remains 
the Speaker. 

However, if Mr Khatami 
can show he knows how to 
exercise authority, “the loy- 
alty of members of the maj‘ 
Us will switch to where the 
power lies.” said an Iranian 
businessman. 

According to the daily 
Tehran Tiroes. Mr Khatami’s 
“major challenges will be 
economic ones including the 
curbing of inflation and con- 
trolling spiralling prices”. 

That these problems are 
now openly acknowledged is 
not only a reflection on eight 
years of President Rafsan- 
jani. it is also a way of tell- 
ing Mr Khatami what an 
enthusiastic electorate now 
expects him to deliver. But 
the hidden crevices on Iran's 
political glacier are for him 
alone to discover. 

Robin Allen 
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Taliban success rouses 
fears in central Asia 


By Farhan Bokhan 
hi Islamabad and agencies 

Afghanistan’s rigid Islamic 
regime and the former 
Soviet central Asian states 
backed by Russia last night 
faced an uncomfortable 
stand-off following the defeat 
of a leading Af ghan opposi- 
tion warlord. 

General Abdul Rashid Dos- 
tum. head of the once-power- 
ful northern alliance, consid- 
ered to be the last bulwark 
against the Taliban Islamic 
regime, fled to neighbouring 
Uzbekistan at the weekend 
en route to Turkey, after the 
area under his control was 
seized by advancing troops. 

General Dostum’s fall was 
triggered by the defection of 
one of his top aides. General 
Abdul Malik, who joined 
advancing Taliban units. 
With Gen Dostum's defeat, 
almost 95 per cent of Afghan 
territory has fallen under 
Taliban control. 

There were immediate 
signs , of anxiety in . Moscow 
and the central Asian states, 
which consider the Taliban 
advance to be a security 


threat Mr Yevgeny Prima- 
kov, the Russian foreign 
minister, warned the Taliban 
yesterday not to violate the 
borders of the central Asian 
states. Interfax news agency 
quoted him as . saying in 
Moscow that any border 
infringement “will provoke 
very tough and effective 
actions’’. 

Remnants of the former 
Soviet troops who tme* occu- 
pied Afghanistan for almost 
a decade still remain 
deployed on the Afghan bor- 
der. Russia is estimated to 
have some 20JX0 troops sta- 
tioned in Tajikistan, charged 
with the duty at guarding 
the border With Afghanistan 

In Dushanbe, capital ot 
neighbouring Tajikistan, 
President imomali Rakbxna- 
uov yesterday held further 
discussions with top advis- 
ers to review security 
arrangements. Tajikistan 
fears that the presence erf the 
Taliban- dose to its border 
may reignite domestic insur- 
gency. Last year, Mr Rakh- 
manov’s secular government 
and Tajikistan’s Islamic 
opposition finally agreed on 


a ceasefire after a tour-year 
civil war which left thou- 
- sands dead and displaced 
hundreds of families. 

Both Russia and the cen- 
tral Asian states are particu- 
larly perturbed over the Tali- 
ban’s puritan brand of Islam, 
and believe the Islamic 
group is incapable of giving 
representation to Afghan- 
istan’s smaller ethnic minor- 
ities. Since the Taliban last 
year captured Kabul, the 
Afghan capital, women in 
many occupations have been 
ordered to stay <Lt home and 
wear veils in public. 

The Taliban advance bas 
also split other countries in 
the surrounding region. Iran 
suspects the Taliban have 
been armed and trained by 
Pakistan to strengthen 
Islamabad’s influence in the 
war-torn country. Pakistan 
ha« denied tha charge. 

Pakistan V yesterday 
became the first country for- 
mally to recognise the Tali- 
ban regime. Western diplo- 
mats said the move would 
add strains in its relations 
with Tehran. . 


Asian central banks 
may bolster links 


By Peter Montognon and 
John RRkfing in Hong Kong 

Asian central banks may 
develop more formal links 
following this month's joint 
effort to prop up the Thai 
baht, according to Mr Joseph 
Yam, head of the Hong Kong 
Monetary Authority. 

“What happened in the 
past couple of weeks may 
well push us more quickly in 
that direction,” be said in an 
interview, “though whether 
or not we actually need to 
create a new institution is 
something we have to dis- 
cuss.” 

He declined to comment 
on the extent of the Inter- 
vention. though he said it 
was unprecedented and 
hoped it had given the mar- 
kets pause for thought 

Ten days ago several 
Asian central banks inter- 
vened in local markets to 
buy baht on behalf, of the 
Bank of Thailand after it 
came under attack in the 
wake of the country’s eco- 
nomic slowdown. 

Some central bankers, 
including Mr Benue Fraser, 


former governor of the 
Reserve Bank of Australia, 
have argued that Pacific cen- 
tral banks need to create 
their own umbrella institu- 
tion. like the Basle-based 
Bank for International Set- 
tlements, which could help 
stabilise markets, har m onise 
banking supervision and 
improve payments systems 
in the Asian timo zone. 

Mr Yam said this . might 
not be necessary. “Nowadays 
with advanced telecommuni- 
cations and information 
technology you can have a 
’virtual institution’ rather 
than a physical one located 
somewhere," he said. “But 
the philosophy is clear. You 
need closer co-operation and 
co-ordination.” 

The HKMA has signed up 
repurchase accords with 10 
other Asian central banks as 
part of a collective effort to 
holster their currencies after 
the 1995 Mexican crisis and 
the banks involved now hold 
regular discussions. 

"That matrix of bilateral 
agreements is filling up 
fairly quickly. We have also 
been exploring the possibil- 


ity of multilateralising 
them." Mr Yam said. They 
could then be activated 
quickly, without separate 
calls to each of the central 
banks involved. 

Separately, Mr Yam 
expressed concern about the 
vast oversubscription to 
mainland companies' Hong 
Kong share issues. The cur- 
rent issue, by Beijing Enter- 
prises. is estimated to be 
more than 1.000 times over- 
subscribed, clogging the 
hanking system and pushing 
up money market rates, with 
about HK$200bn (US$26bn) 
in subscriptions. 

Hong Kong’s handover to 
China on July 1 was likely to 
increase the HKMA’s role in 
providing expertise to the 
People's Bank of China, he 
added. It recently held its 
first seminar on banking 
supervision for about 25 pro- 
vincial directors of tbe Chi- 
nese central bank. Mainland 
officials are seconded to 
Hong Kong for experience. 

Tbe HKMA was also help- 
ing China set up a system 
for real time gross settle- ■ 
ment of banking payments. 


Yen traders expect a nervous summer 


A s currency traders 
return to their desks 
this week, some may 
feel that the yen world is 
turning on its head 
Less than a month ago, a 
slide in tbe yen was trigger- 
ing speculation about how 
much further tbe Japanese 
currency could fall, amid 
fears that rising exports on 
the back of a weak yen 
would spark USJapan trade 
friction. 

But after a week of cur- 
rency turbulence, traders are 
now mulling tbe opposite: 
whether the yen is set to 
surge sharply against the 
dollar instead. 

For in recent weeks, the 
currency bas seen arguably 
the most dramatic short- 
term rises for over a decade. 
After falling against the dol- 
lar to a low of almost Y127 
earlier this month - a 50 per 
cent drop in two years - the 
yen surged back to touch the 
level of Y112 last week, 
before closing on Friday just 
below Y11S. 

Tbe scale of this move has 
partly reflected market 
panic. During the last two 
years, many traders have 



practised so-called “carry 
trades” - borrowing yen at 
low interest rates and usi ng 
it to buy dollars and other 
high-yielding currencies. 

This strategy depended on 
Japanese interest rates 
remaining at their current 
historically low levels of 0.5 
per cent But in early May 
speculation erupted that Jap- 
anese rates might start to 
rise this summer, instead of 
next year as previously 
assumed. 

Most traders still think the 
possibility of an immediate 


rise in rates is slim. It seems 
unlikely the Bank of Japan 
will act until it has hard evi- 
dence about how the econ- 
omy has reacted to the con- 
sumption tax rise in April - 
data not available until 
autumn. 

As one gnvp rmnpnt official 
said: “The Bank of Japan is 
not going to take a poten- 
tially risky step like that 
without good information.” 

But the possibility of a 
move has left traders scram- 
bling to dump dollars. This 
pattern has fed on itself: 


whenever the US currency 
rallied briefly in the last 
three weeks, investors have 
been keen, to sell it before 
they incurred further losses. 

Japanese investors, in par- 
ticular, appear to have been 
caught short 

As Mr Pelham Smithers of 
UStG Barings in Tokyo said: 
“The hedging strategies of 
Japanese exporters are not 
as aggressive as they used to 
be. 

“Most thought the dollar 
would keep rising-" 

But the key question now 
is whether the dollar’s small 
rebound at the end of last 
week suggests that this 
panic selling is over - mean- 
ing that the US currency’s 
slide is at an end. The Japa- 
nese government certainly 
appears to be hoping so. 

The yen’s fall below Y125 
earlier this month left many 
officials fearing new US 
trade complaints. And in tbe 
aftermath of tbe meeting of 
the Group of Seven main 
industrial nations at the end 
of April, . efforts have been 
under way verbally to boost 
the currency. 

But some officials are now 


uneasy that if the yen surges 
too far in the opposite direc- 
tion it could hurt Japan's 
exporters and damp the eco- 
nomic recovery. The finance 
ministry, for example, is offi- 
cially stating that the 
“period of yen weakness" is 
now over. 

Mr Eisnke Sakakibara. the 
finance ministry official who 
oversees foreign exchange 
policy, said: “What has hap- 
pened in the last few weeks 
is that the irrational pessi- 
mism which pervaded the 
markets before has faded - 
traders have realised that 
the Japanese economy is not 
about to collapse. After the 
G7 meeting It took time for 
the markets to absorb the 
delicate little statements.” 

B ut whether this new 
stance will work is 
unclear. Mr Jim 
O’Neill, chief currency strat- 
egist at Goldman Sachs in 
London, for example, thinks 
the yen could soon be head- 
ing up again, as the widen- 
ing trade surplus starts to 
irritate the US. 

Although Japan’s current 
account surplus as a propor- 


tion of gross domestic prod- 
uct fell to L4 per cent in 
fiscal 1996, from 3.1 per cent 
in 1993, it has been rising 
sharply in recent months. 
“The real thing to follow 
with respect to the yen, as it 
always is on a longer term 
basis, is developments in 
Japan's current account bal- 
ance," Mr O’Neill argues. 

Other traders disagree: 
many economists in Tokyo 
now expect the currency to 
remain in the YH5-Y120 
range for a while, since Jap- 
anese savers still appear 
intent on placing part of 
their money overseas, and 
the US growth outlook 
remains far stronger than 
the Japanese picture. 

But the acid test may 
come if new signals appear 
about the direction of US 
interest rates - and when 
hard data finally emerge an 
what has happened to 
Japan's economy after the 
tax increases. This should 
start to trickle out in the 
coming weeks. 

World Currencies, Tokyo 
Markets, Page 20 

Gillian Tett 


Dow Jones libel 
sum rejected 

A US district court judge in Texas has thrown out the 
bulk of a record $223 7m libel award against Dow Jones, 
the media and financial information group. US District 
Court Judge Ewing Werlein threw out $2G0m in punitive 
damages that bad been awarded in a libel suit against tbe 
company's Wall Street Journal in connection with a story 
about a now-defunct Houston securities firm. 

A Dow Jones spokesman said the judge had eliminated 
$200m in punitive damages against the company but kept 
tbe rem aind er, which included compensatory damages 
against Dow Jones and $20,000 in punitive damages 
against a reporter. Tbe company planned to ask tbe judge 
for either a new trial or to cut the remaining damage 
award. If necessary, the company would appeal, he said. 

The libel award, the biggest ever in a US libel case. 
stemmed from a 1993 Wall Street Journal article about 
MMAR Grotto- , Reuter. New York 

HK-Taiwan shipping accord 

Hong Kong and Taiwan have reached an agreement 
which will allow shipping links to continue after the 
British colony retains to Chinese rule on July 1, 
according to officials from the two sides. 

In talks in Taipei at the weekend, Hong Kong accepted 
a Taiwanese proposal that vessels from both sides carry 
no flags on their main masts after the Hong Kong 
handover so as to avoid the sensitive question of 
sovereignty. 

The deal was greeted with relief by shipping companies 
and appears to resolve one of the main tradin g issues still 
outstanding ahead of Hong Kong's handover. Rapidly 
rising trade between Taiwan and China now exceeds 
US$20bn annually. Because there are no direct trading 
links across the Taiwan strait, it passes largely through 
Hong Kong. Although the deal marked a breakthrough 
after several rounds of failed talks, Mr George Chao, 
chairman of the Hong Kong Shipowners' Association and 
head of the territory's negotiating body, described tbe 
deal as temporary. 

He said that more detailed negotiations on the matter 
would follow. Under the terms of the accord, Hong Kong 
ships will carry on their stem the territory’s 
post-handover flag. John Ridding, Hong Kong 

GM and UAW agree deal 

General Motors, the US car manufacturer, and the United 
Auto Workers union have reached a tentative accord to 
settle a seven-week strike at the company’s Oklahoma 
City cap plant, a company spokesman said yesterday. A 
GM spokesman said the agreement was reached late on 
Saturday night. 

About 3,500 UAW members began the strike on April 4, 
when the two sides could not reach agreement on a new 
local contract GM said earlier this month the Oklahoma 
City strike and a second, still unresolved, walkout at its 
Pontiac East truck plant in Pontiac. Michigan, had cost it 
$225m in lost profits as of May 15. 

The strike choked off supplies of GM’s new Chevrolet 
Malibu, a crucial part of its bid to recapture market share 
in the znld -size car sector. GM cut Malibu advertising as a 
result of the walkout. Reuter. Detroit 

Indonesian fire kills 130 

Arsonists set fire to a shopping mall, killing at least 130 
looters who had charged inside when an election 
campaign riot erupted at Baojarma sin , 900km northeast 
of Jakarta on the island of Borneo. Indonesian police said 
yesterday. 

Many badly charred bodies ware found clinging to what 
remained of pillaged clothes, watches and other goods. 

Witnesses said the mall closed and staff went home 
when trouble began. Mobs then broke into the building at 
the height of the riot several hours later. The. mall. wa6 . 
soon engulfed in dense black smoke and huge flames. 

Some looters escaped, but many stayed inside, 
apparently afraid they would be arrested by police and 
troops outside, witnesses said. Rescuers could not start 
retrieving bodies until yesterday when the heat 
subsided. AP, Banjarmosin. Indonesia 

Poles vote on constitution 

Poles voted yesterday in a referendum to approve a new 
draft constitution enshrining the country’s post-1989 
economic and democratic reforms. 

Tbe draft has been bitterly attacked by the nationalist 
opposition, led by the Solidarity trade union, which says 
it fails adequately to reflect Poland's Roman Catholic 
traditions and make a clean break with the communist 
past 

Solidarity’s Warsaw branch has distributed leaflets 
warning that the new constitution would “condemn Poles 
to poverty, deprive them of their sovereignty while 
promoting atheism and liberalism". 

The new constitution as drafted has also failed to ban 
abortion outright as the Catholic church had demanded. 
Accordingly bishops have signalled the document should 
be rejected. Christopher Bobmski. Warsaw. 

Mexico track changes hands 

One of Mexico's most staid institutions has been handed 
over to a company more used to strobe lighting and the 
latest hits them to top bats and Sunday best The 25-year 
concession to tbe Hip6dromo de las Americas, an 
exclusive racetrack In Mexico City, has been granted to 
ECE. a Mexican company which runs franchises for the 
Hard Rock Cafe and Planet Hollywood. 

The company’s US partner is Maxxam. responsible for 
the Sam Houston Race Park in Texas. The interior 
ministry waived the concession of the previous holders, 
the aristocratic Fernandez family, because of 
non-payment of taxes. ECE belongs to the family of Mr 
Claudio X Gonz&lez. chief executive of Kimberly-Clark de 
Mexico, one of the most renowned figures In Mexican 
business. Daniel Dombcy, Mexico City 
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Affirmation of one-party state seen as setback to efforts to coax reforms from Castro 


Cuba defiant over hardline policies 


By Pascal Fletcher In Havana 

Cuba's ruling 1 Communist party, 
turning a deaf ear to Internationa], 
calls for political reform, has pub- 
lished a policy document for 
national discussion which asserts 
that one-party socialism Is the 
island's only effective defence 
against US hostility. 

The eight-page document, 
prepared for a party congress 
which is due to be held in October, 
describes the US as Cuba's "secular 
enemy" and says Washington 
maintains “the unvarying strategic 
objective" to destroy the Cuban 
revolution. 

"In Cuba there will be no restora- 
tion of capitalism because the rev- 
olution will never be defeated. The 
nation will continue to live and 
will continue to be socialist,” the 
document said. It was published on 


Saturday in Granina, the party 
newspaper. 

"Only the unity of revolution- 
aries can lead to the unity of the 
people. This requires a single 
party,” it added. 

This declaration of unswerving 
allegiance to one-party socialism 
will be a disappointment to those 
foreign governments which oppose 
the tightened US economic 
embargo against Cuba but have at 
the same time been hying to coax 
Cuban President Fidel Castro into 
making democratic reforms. 

Canada, which is Cuba's biggest 
trade and investment partner, 
is the main advocate of this 
"constructive engagement" 
approach, while the European 
Union has taken a slightly 
tougher stance by tying any 
future economic co-operation 
with the island to the need for 



Castro: unswerving allegiance 

political and economic reforms. 

A senior US official said last 
week Washington would not 


phnngp its policy towards Cuba 
imipgB the i sland moved towards 
democracy and improved respect 
for human rights. 

The Cuban party document, cit- 
ing what it said were renewed US 
efforts to tighten economic sanc- 
tions and foment internal subver- 
sion. rejected the option of 
multi-party politics as a threat to 
national unity. 

Granma said the policy docu- 
ment would be debated before the 
October 8-10 Fifth Party Congress 
in party cells and other official 
mass organisations, such as neigh- 
bourhood block committees. 

"It will be a new plebiscite by 
our heroic people in favour of the 
nation, the revolution and social- 
ism,” the newspaper said. 

Despite the reference to debate, 
the document offered no alterna- 
tive to one-party socialism, which 


was presented as the only “patri- 
otic" choice. 

It presented a lengthy historical 
justification of Cuba's one-party 
political system, tracing it back to 
the island's 19th century indepen- 
dence struggle against Spain led by 
Cuban nationalist hero Jos6 Marti 
Mr Castro was hailed as the 
"founder and guide" of. the Cuban 
Communist party. 

The party's, ideology was 
described as derived from the 
“teachings of.. .Marx, Engels aid 
Lenin, the doctrine of Marti and 
the creative ideas and exampleof 
Fidel (Castro),” it added. 

The policy document made only 
passing reference to economic 
reform, acknowledging that today's 
socialist Cuba needed to assimilate 
“certain capitalist elements” and 
“insert itself into the world ecan- 

^ ' i 


Australian carmakers urge decision on tariffs 


T he clanging din, as 
the latest car models 
roll off the production 
line at Mitsubishi’s Thorley 
plant in Adelaide, is almost 
deafening. But it is nothing 
compared with the clamour 
from Australia's carmakers 
and component suppliers as 
they attempt to Influence the 
country’s future vehicle tar- 
iff policy. 

At issue is what degree of 
protection Australia should 
offer its domestic car indus- 
try after 2000. 

Under an existing “car 
plan - tariffs have fallen from 
around 57.5 per cent a 
decade ago. to 22JS per cent 
at present, and are set to 
reduce further to 15 per cent 
by 2000. 

But this progressive tariff 
reduction was put in place 
by a former Labor govern- 
ment. While the car tariff 
scaleback proceeded at a 
slower rate than tariff reduc- 
tion generally, it formed part 
of a broader effort to wean 
Australian industry away 
from trade barriers, and 
encourage a “free trade" 
push within the Asia-Pacific 
region. 

The current task confront- 
ing the new conservative 
federal gov er nm ent, is what 
to do about the post-2000 
regime - a matter which will 
become increasingly urgent 


as carmakers weigh up the 
next investment cycle. 

Tariffs are not the only 
issue. There is a separate, 
and contentious “export 
facilitation scheme" (EFS) - 
which allows vehicle export- 
ers to earn tradeable credits 
to reduce duty on imported 
vehicles or components, but 
does not meet World Trade 
Organisation criteria. 

And the government may 
also need to consider the 
“duty-free entitlement", 
which allows assemblers to 
carmakers to import vehicles 
and components duty-free up 
to 15 per cent of their value 
of production. 

Already, the Productivity 
Commission, one of the “dri- 
est" government agencies on 
economic matters, has been 
called in to review the issue, 
and is due to deliver its final 
report to the Treasury today. 
The onus is now on the gov- 
ernment to respond. 

The one point of consen- 
sus is that Australia's auto- 
motive manufacturing indus- 
try has changed radically 
over the past decade. 

Imports, for example, now 
account for more than 50 per 
cent of cars sold in Austra- 
lia, compared with about 15 
per cent in the mid-1980s. 
The number of car manufac- 
turers has contracted to four 
- Ford, Holden, Mitsubishi 


and Toyota - as has the 
number of models produced. 

Labour productivity, 
meanwhile, has Improved 
from around 11 vehicles per 
employee in 1984 to about 16 
by 1995. 

Australia has also started 
to build up a vehicle export 
Industry - with overseas 
sales reaching A$l.8bn 
(US$1 .39bn) in 1995, com- 
pared with under A$800m in 
1985. 

In a draft report published 
just before Christmas, the 


urged that this. too. be 
ended in 2000 because it 
could be subject to WTO 
challenge. 

The commission justified 
its conclusions on efficiency 
grounds. The tariff, it calcu- 
lated, would cost consumers 
A$13bn between 1993 and 
2000. In 1995 alone, it esti- 
mated an average A$3,700 
was added to the price of 
each vehicle bought - 
though that figure, and mod- 
elling behind it Is fiercely 
contested by the industry. 


The task confronting the new 
conservative federal government, 
is what to do about the post-2000 
regime - a matter which will 
become increasingly urgent 


Productivity Commission 
recommended more of the 
same. It suggested that tar- 
iffs be cut by another 2J5 per- 
centage points a year 
between 2001 and 2004, until 
they reached 5 per cent in 
line with manufacturing 
industry generally. At this 
point, the duty-free allow- 
ance should be reviewed. 

The EFS. meanwhile, was 
acknowledged to be “valu- 
able", but the commission 


“For an industry which 
needs to adopt an increasing 
emphasis on exports, a high 
tariff on imports is a contra- 
diction," the commission’s 
draft report suggested. 

Mr Ian Webber, chairing 
the commission's car review 
and an ex-Mitsubishi execu- 
tive. took a softer line. En a 
dissenting report, he 
suggested that further reduc- 
tions in assistance after 2000 
should be deferred until Aus- 


tralia's “microeconomic 
reform” agenda had prog- 
ressed - including tax 
reform - and the country 
had “elicited binding com- 
mitments to reduced protec- 
tion of the Industry by our 
trading partners”. 

From a practical stand- 
point, that could mean a 
“pause" on tariff levels imtfi 
2005, with another inquiry 
being held “early in the next 
century” he suggested. 

At the other end of the 
sp ectru m are the carmakers, 
local component suppliers, 
and state-based politicians, 
who fear the economic 
impact of further downsizing 
in Ihp local TTiannfia ffrunn g 
industry. 

Their principal concern is 
that imports will continue to 
sweep into the market, while 
much higher levels of protec- 
tion in many neighbouring 
Asian countries will limit 
export potential 

“If the Productivity Cam- 
mission's final report stays 
as per the draft report and is 
implemented, we don't think 
the car industry will be here 
in the year 2010.” said Mr 
Mike Quinn, head of Mitsubi- 
shi Motors Australia. 

In addition, if domestic car 
production winds down, the 
component industry could 
also fJn/j itself in an unsus- 
tainable position. 


And the car industry 
claims that both export 
opportunities and Inward 
investment could be lost if 
tariff reduction continues. 
Mr Bemie Doyle, general 
manager at Air Interna- 
tional, the largest Austra- 
lian-owned components sup- 
plier, says that bis company 
tag been bujQding up ml** in 
Asian markets, but needs a 
solid domestic base to sus- 
tain a sometimes lengthy 
process. 

The betting on the out- 
come Is on some form of 
compromise. 

Mr John Howard, the 
prime minister, has said he 
“ omphafirany " wants Aus- 
tralia to have a car manufac- 
turing industry, although he 
haw aW> added that the gov- 
ernment's decision will 
“take into account the inter- 
ests of all the Australian 
people”. 

The one thing the govern- 
ment cannot do, is stall. 
“Hundreds of mfitimm of dol- 
lars are at st&ke,” says Mr 
John Olsen, state pr emier in 
South Australia, one of the 
two states most affected by 
the issue. 

"Predictability and cer- 
tainty in policy will be 
required for those invest- 
ment decisions to be made.” 

Nikki Tait 



Coup marks end of President 
Kabbah’s short-lived attempt 
to create a democracy 


By Antony Goldman 
in 


J un io r officers in the Sierra 
Leonean capital, -Freetown, 
yesterday announced the 
overthrow of the civilian 
adminis tration of President 
Ahmed Tqjan Eabbah, end- 
ing the country’s -short-lived 
experiment with democracy. 

Despite extensive mineral 
resources «hd fertile land, 
mismanag ement, corruption 
and . six years of civil war 
have left Sierra Leone’s 4m 
people among the most 
impoverished on the conti- 
nent. 

After several, hours of 
heavy gunfire yesterday 
morning, coup leaders 
appeared in control of most 
key installations. “The 
democracy we have had in 
this country is not real," a 
spokesman declared over 
state radio, referring to 
multi-party elections 15 
months ago designed to end. 
a generation of one-party 
rule, military government 
and political instability. 

The Commonwealth, to 
which Sierra Leone belongs. 
Issued. a statement in Lon- 
don condemning the 
attempted coup as “unac- 
ceptable”. •• 

“This would be a: particu- 
larly retrograde step for 
Sierra Leone after the 
advances made by that coun- 
try in the last year in build- 
ing democracy, peace and 
reconciliation,” said the 
Commonwealth secretary- 
general, Mr Emeka Any- 
aoku. 

Western powers had 
applied intense pressure on 
tiie Sierra Leone military to 
leave office last year. But at 
least twice since September, 
conspirators have tried to 
tqpple Mr Kabbah, who is 
reported to have fled Free- 
town by helicopter. 

In recent weeks, his gov- 
ernment, which signed a 
peace agreement with rebels 
last November, had appeared 



increasingly . powerless in 
Hip wake of a sharp escala- - 
tlon of « paring involving 
factions in various parts of 
the country. 

The coup leaders have 
warned several hundred 
Nigerian troops stationed in 
Siena Leone as part of a 
' mutual defence pact to. stay 
out of "a purely internal 
matter.” However, they also 
appealed for the return from , 
Nigeria of Mr Foday Sankob, 
leader of the rebel Revolu- 
tionary United Front. 

OfHdally, Mr Sankah has 
been a guest of the Ministry ; 
of Foreign Affairs since his 
arrival in Lagos in March. - 
Last- night be said he was 
“ready to return ■ home 
immediately.” He pledged 
himwaif to a negotiated solu- 
tion to Sierra Leone’s prob- 
lems, but cautioned that be 
would have “to wait and 
see” what lay behind the 
coup. 

Nigeria has made no com- 
ment about the latest events 
in Sierra Leone. 

But General Rani Abacha, 
who seized power in 1993, 
has repeatedly called for an 
end to regional conflict. Last 
week he released proposals 
for permanent maintenance 
of the Nigerian-dominated 
multi-national peace-keeping 
force at present operating in 
Liberia to deal with crises 
in west Africa 


Airbus may miss target 
date for crucial reform 


By Haig Simonian and 
Graham Bowiey 

Airbus, the European civil 
aircraft consortium, may 
miss its 1999 deadline to 
transform itself into a 
fully commercial company, 
according to the head 
of one of its main 
partners. 

Mr JQrgen Schrempp, 
chairman of Daimler-Benz, 
the German member of the 
four-nation consortium, said: 
“I don’t know if the transfor- 
mation will be within the 
1999 time schedule. But it is 
going ahead.” 

Mr Schrempp's comments, 
in an interview with the 
FT at the opening of Mer- 
cedes-Benz's new car plant 
In the US state of Alabama, 
mark the first recognition by 
a leading Airbus member 
that the deadline may slip. 

Mr Schrempp, who used to 
run Daimler-Benz’s aero- 
space subsidiary, said any 
delay was likely to be caused 
by con tinuing reluctance by 
Aerospatiale, the French Air- 
bus partner, to accept the 
transformation. 

The Airbus partners - 
Daimler-Benz Aerospace 
(Dasa), Aerospatiale, British 


The German government is seeking to allay 
concerns that the c oun tr y' s budgetary 
problems could pose a threat to the 
Enroflghter, the joint project of the UK, 
Italy, Spain and Germany for a new 
generation of combat aircraft, writes 
Graham Bowiey. 

Mr Theo Waigel, finance minister, is in 
talks with Daimler-Benz Aerospace - a 
partner in the project - aimed at redirecting 
some state aid paid to Dasa for development 
of its part in Airbus, the European civil 
aircraft project, to pay for Enroflghter 
production. 


Mr Volke Rfihe, defence minister, said in 
an interview in a German newspaper 
yesterday he was confident Bonn would find 
the financing for Germany's acquisition of 
180 of the aircraft from 2002 onwards. 

The project has been dogged by 
disagreement between the finance and 
defence ministries over DM2bn (Sl.lbn) of 
interim costs. The defence ministry has said 
it is prepared to pay its DMlbn share, but 
the finance ministry has been more cautious 
in the light of government attempts to meet 
the budgetary criteria for European 
economic and monetary onion. 



Aerospace (BAe) and Casa of 
Spain, agreed earlier this 
year to turn Airbus into a 
limited company. 

Dasa and BAe have been 
pressing for the new com- 
pany to take control of the 
partners’ Airbus factories, 
but A§rospatiale has been 
resisting. 

Mr Schrempp said Aeros- 
patiale’s position was based 
on the fact that its facilities 
were not dedicated exclu- 
sively to Airbus production, 
complicating the transfer of 
assets to a new commercial 
Airbus company, as sought 
by Dasa and BAe. 

The French position, was 
further confused by the “dif- 
ficult process” of first merg- 


ing Aerospatiale with Das- 
sault, the private sector 
French military aircraft 
maker, he said. 

However, Mr Schrempp 
said the progress made 
so far by the technical 
study groups set up to 
prepare Airbus for the 
transformation left him con- 
fident the change would take 
place. 

“I have no doubt France 
will eventually come round." 
he said. “It is inevitable. It 
will come. Everybody 
knows." 

Mr Schrempp said Dasa's 
recent decision to forge new 
links with the Lagard&re 
group of France and support 
the French conglomerate's 


bid for Thomson, the French 
state-con troled electronics 
giant, did not threaten the 
Airbus restructuring. 

Mr Yves Michot, chairman 
of Aerospatiale, earlier this 
month hit out at Dasa’s deci- 
sion to team up with Lagar- 
dere before the winner of the 
bid for Thomson was known. 
He warned that forming an 
alliance with Lagard&re 
against Aerospatiale was 
“signing the death warrant 
of Airbus”. 

But Mr Schrempp said: 
“We will stay friends." The 
disagreement “will have no 
effect on the Airbus restruct- 
uring”. 

He said: “It is traditional 
in the aerospace industry 


Schrempp: confirmed 

deadline might slip 

that you cooperate on one 
level and compete on 
another.” 

The closer co-operation 
with Lagardfore - which 
already has strong links 
with British Aerospace and 
GEC - would strengthen 
Dasa's ties in the UK, Mr 
Schrempp said. 

“We have looked at the 
advantages. We know how 
important the French-Ger- 
man axis is but a trilateral 
axis Is better. That was the 
best option," be said. 

Dasa's link with Lagardftre 
involves closer cooperation 
by the group's defence elec- 
tronics, space and missiles 
interests. 

Observer, Page 15 


HK airlines hit by engine problems 


By John Ridding in Hong Kong 

Hong Kong's aviation industry has 
been hit by cancellations and disrup- 
tion following the decision by the 
territory’s two carriers to ground 
their fleets of Airbus A330-300 air- 
craft because of problems with 
Rolls-Royce engines. 

The weekend announcement is a 
blow to Cathay Pacific and Drago- 
nair, and to Rolls-Royce, manufac- 
turer of the Trent 700 engines which 
have been involved in a number of 
incidents over recent months. Sev- 
eral Airbus aircraft operated by the 
airlines have made emergency land- 
ings after developing engine trouble. 

Cathay has grounded 11 aircraft, 
about one-sixth of its fleet, while 
Dragonair ha.g grounded four. 

Garuda of Indonesia, the only 
other carrier operating the combina- 
tion of Airbus A330-300s with Trent 
700 engines, said it would continue 


operations with the aircraft. 

Cathay Pacific said the aircraft 
would remain grounded until the 
problem had been resolved, and that 
this could be a matter of days or 
weeks. The airline said the decision 
to ground such a big part of its fleet 
was unprecedented and had 
prompted the cancellation of more 
than 30 flights at the weekend. 

However, a spokesman claimed 
the carrier was “getting on top of 
the situation" through rescheduling 
. and the use of other aircraft for the 
Airbus routes. 

A team of engineers from 
Rolls-Royce has been examining the 
problem with the engines, which 
concerns their gearboxes. “A bearing 
does not appear to be getting enough 
lubrication and this leads to over- 
heating and vibrations," said a 
Cathay official 

She said the problem had been 
“identified and understood” and that 


a design solution bad been found. 
However, this would need to be 
tested before services could resume. 

Rolls-Royce played down the 
impact to its orders, saying It bad 
received no cancellations for Trent 
700 engines. At present the group 
has orders and options for more than 
90 Trent 700 engines. “This is a fairly 
new engine and our customers 
understand there ran be problems,” 
said a Rolls-Royce spokesman. 
“There was never any risk for pas- 
sengers, this is a question of reliabil- 
ity. What is important is that we 
now resolve the situation." 

As a result of the disruption, sev- 
eral thousand passengers faced 
delays or cancellations. Cathay said 
it had not yet considered whether to 
seek compensation from Rolls-Royce. 

The Hong Kong airlines described 
their move as a precautionary mea- 
sure. “All decisions to shut down an 
engine have been voluntary rather 


than forced," said a Cathay spokes- 
man, referring to the four such inci- 
dents since last November. “Hie Air- 
bus A330-300 is designed to be able to 
land with one engine," the official 
added. 

The latest incident occurred last 
week when a Dragonair Airbus 
made an emergency landing in the 
Philippines after developing engine 
trouble en route to Kota Kinabalu in 
Malaysia. Cathay Pacific is Hong 
Kong’s de facto flag carrier and is 44 
per cent owned by Swire Pacific, the 
local aim of the UK controlled Swire 
group. 

Other big shareholders include 
Citic Pacific, the Hong Kong arm of 
Beijing's flagship investment 
vehicle. The two groups are also sub- 
stantial shareholders in Dragonair, 
along with China National Aviation 
Corporation, the mainland aviation 
authority. 
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Contenders vie 
for Hungary 
fighter deal 


By AnatoJ Lieven in 
Kecskemet, Hungary 

Western fighter aircraft 
roared and rolled over the 
Hungarian military airfield 
of Kecskemet at the week- 
end in a deafening attempt 
to persuade Hungary's gov- 
ernment to pay up the $L2bn 
to buy them. But in a deal 
which, if it goes ahead, will 
be decided largely by the 
economic incentive on offer, 
less dramatic but more sig- 
nificant moves were being 
made elsewhere. 

Electrolux, the giant Swed- 
ish household appliance 
maker, announced that it 
would increase by 533m its 
investment in its Hungarian 
joint venture, intended to 
finance the development of 
its new refrigerator factory 
at Jaszberany. Electrolux is 
part of the Wallenberg group 
which also owns Saab, and 
has announced that it 
believes the whole of the 
new investment can go to 
offset Saab’s bid for the 
fighter contract 

The Hungarian govern- 
ment is considering buying 
30 fighters to modernise an 
ageing Soviet-built airforce, 
and four big western consor- 
tia are in th» running. The 
Saab-British Aerospace joint 
venture signed a memoran- 
dum of understanding with 
the Hungarian government 
in 1995, and initially seemed 
to have won the bid for their 
JAS 39 “Gripen” multi-pur- 
pose war aircraft, but the 
Hungarians subsequently 
put the purchase on ice until 
the question of their mem- 
bership of Nato was decided 
in July of this year. 

In the meantime', three 
other western, consortia 
entered the ring: Lockheed 
Martin, with the F-16/C Fal- 
con, McDonnell Douglas 
with the F/A-18 Hornet, and 
Dassault with the Mirage 
2000-5. Both the American 
groups have now signed off- 
set framework agreements 
with the Hungarian govern- 
ment, and Dassault, 
although lagging behind 
seriously in this respect, is 


expected to do so soon. 
These agreements outline a 
general commitment to 
investment in Hungary. 

Saab believe that the pres- 
ence of several different 
companies of the Wallenberg 
group in Hungarian industry 
gives them a clear advan- 
tage, with Electrolux-Lehel 
already providing some 4 per 
cent of Hungarian exports. 

Lockheed for its part is 
arguing that although not so 
strongly represented in Hun- 
gary as yet; it can rely on its 
links to General Electric and 
other big industrial groups. 
GE has already invested 
more than 3700m in Hun- 
gary, and in February signed 
an agreement for offset if 
Lockheed wins the Hungar- 
ian deaL 

Russia is offering Hungary 
a mixture of modem fighters 
and fighter bombers, partly 
as offset for debt; but Ros- 
vooruzhenie, the state mili- 
tary export group, was not 
represented alongside the 
western competitors at Kec- 
skemet At around $40 0m, 
the Russian bid is less than 
a third of the western ones, 
but western and Hungarian 
military experts have raised 
doubts both about the 
cost of the Russian aircraft 
to fuel and maintain and 
about the reliability of Rus- 
sian supplies of spare parts. 

No one at Kecskemet 
could have doubted that the 
politics of the fighter deal 
leaves little room for the 
Ru ssia ns. Hungarian minis- 
ters, company representa- 
tives and western di plomat^ 
and officers all travelled 
down to Kecskemet together 
on a sp ecial train, the "Nato- 
Express”, provided by the 
Manfred WBmer Foundation, 
a Hu n garian lobby group for 
Nato membership. 

The Russians are, how- 
ever, not the only ones to be 
worried about Hungary buy- 
ing Nato aircraft. The Hun-, 
garian finance ministry is 
reportedly unhappy with the, 
cost, and is trying to Insist 
that the defence ministry 
find the money by rmnrmg 
cots elsewhere. 


Nigerian 
arrests 
add to air 
worries 

By AntonyGoklfnan 

About .50 employees of 
state-owned Nigerian Air- 
ways have been arrested in 
connection with the theft 
last month of high-tech com- 
puter navi gational aidS'froitt - 
one of the ailing airline's air 1, 
craft. 

The arrests come a week 
after tBgerian-reglstered air- 
craft were banned.from Brit- 
ish airspace, over alleged 
poor safety standards. The - 
ban prompted Nigeria’s mffl- ‘ 
tary government in retalia- 
tion to bar British Airways 
from lucrative routes to . 
Lagos and the northern city 
of Kano. . ' 

Nigeria's aviation minis- - 
ter, Air Commoddre ItaUdo 
Imeh, has described criti-' 
cism of Nigeria's air safety ■ 
record as unjustifiable. Sev- - 
era! officials have suggested, 
the British ban is politically 
motivated. Officials from 
both sides tried last week ter : 
reach a compromise. 1- 

Britain is hoping Civil Avi- ■: 
ation Authority inspectors 
will be allowed to examine 
the Nigerian Airways DC-10 - 
which was to be used on the : 
London route. They want to 

assess the afrwnr t.hinaKc of . 

the . aircraft, recently 
returned from a $6m refit in- 
the US. . 

The Dgartment of Tear®- / ' 
port in London baa released 
detafls of faults discovered 
on Nigerian registered cargo * 
aircraft, which ' nevertheless : 
held certificates of aJrworihi- ; 
ness issued by the Lagos ' 
authorises. v ' 

There have been a number . 
of recent incidents which 
caH into question safety- and ;• 
security hi the Nig erian avi- J 
ation. sector incl uding - a. : 
power cut earlier this month ;- ; 
which caused. runway lights 
to go off just as a SwIsSair •; 
aircraft was about to land : 

Mr Feta 1 Igbinedion of the 
Federal Airports- Authority v 
of Nigeria acknowledged 
“iafc navigational equipment' •' 
and emergency facilities 
were poor at -most ; of the: 
country’s airports. Btit he; 
afgued that;.g6yienmaeat . / 
spending comnutments"-- 
Srou Jd help stairfartfe rfeo.- . - 
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Ex-president of employers’ group warns Conservative MPs against choosing rightwing candidate 

Party leadership boost for former chancellor 

— — : : wrong direction that Labour “There is a feeling he held 


By Uam HaIBgan, 

Political Staff 

A senior businessman has 
written to all Conservative 
MPs. urging them to resist 
the drift towards Euroscep- 
ticism and vote for Mr Ken* 
neth Clarke, the shadow 
chancellor, in the coming 
Conservative leadership elec* 
tion. 

Sir Bryan Nicholson, a far- 
mer president or the Confed- 
eration of British industry, 
has warned MPs that 
choosing a rightwing leader 
would undermine the party’s 
relations with the business 
community. 


The government said yesterday it 
would not announce the date of the 
Budget until after it had published the 
results of an independent andff into 
public finances, Liam Halligan. writes. 
The move is finely to prompt specnla- 
ticra that Mr Gordon Brown, the chan- 
cellor of the Exchequer, win use the 
report on the previous government’s 
borrowing projections to justify rais- 
ing taxes. 

Last week’s launch of a National 


Audit Office inquiry into the assump- 
tions underlying the Treasury's fore- 
casts of public borrowing hinted that 
the national accounts are in worse 
shape than was suggested in the for- 
mer Conservative government's 
November Budget 
“There is widespread suspicion that 
improper assumptions were made 
about privatisation receipts and reve- 
nues from the ‘spesd-tosave’ [damp- 
down on benefit fraudj," said an aide 


to Mr Brown. “We now want an open 
and accountable system with no cook- 
ing of the books.” 

In its election manifesto, Labour 
said it would introduce a Budget 
within two months of the May l vote - 
by early July. An announcement that 
the Budget will fall outside this 
period, would lead to speculation that 
the Treasury needs more to ana- 
lyse the ramifications of complicated 
tax increases. 


As other senior Conserva- 
tives sought to influence the 
leadership contest. Mr 
Clarke was dismiss e d as “too 
old” by Lard Parkinson, the 
former party chairman,; but 


endorsed by Sir Lean Brit- 
tan, vice-president of the 
European Commission and 
another ex-cabinet minister. 
There is also growing specu- 
lation that Mr Clarke will 


soon receive the support of 
Mr Michael Heseltine, the 
shadow deputy prime , minis- 
ter. Sir - Bryan’s letter 
pointed to the dangers of the 
Conservative party straying 


from the . centre-ground of 
politics. 

"I am concerned that the 
party risks making the same 
sort of wrong analysis and 
taking the same sort of 


wrong direction that Labour 
did after their 1979 defeat," 
he said, referring to Labour's 
swing to the left under Mr 
Michael Foot, one of Its for- 
mer leaders. 

Aides to Mr Clarke said 
the letter is one of several 
' written by Industrialists to 
MPs urging them to vote for 
the pro-European former 
chancellor. But Lord Parkin- 
son. describing Mr Clarke as 
'too old to be leader by the 
time of the next Tory gov- 
ernment”, said MPa felt his 
insistence on not ruling out 
Britain’s early entry into 
monetary union damaged 
the party at the polls. 


“There is a feeling he held 
the last government to ran- 
som ... he has a cavalier 
attitude to people whose 
views don’t agree with his - 
particularly on Europe. 

Asked If his reference to 
Mr Clarke's age was an 
endorsement of Mr WUUjam 
Hague, the youngest of the 
six Conservative candidates. 
Lard Parkinson said: "That 
is not impossible.’' 

But Sir Leon said there 
was "not the slightest evi- 
dence” that Mr Clarke’s 
views an Europe had harmed 
the Tory party. 

“Ken did a tremendous job 
as chancellor,” be said. 


Lotus looks to 
blossom under 
eastern sun 

Proton plans to build popular 
Elise sports car in Malaysia 


B ig changes could be 
coming sooner than 
expected for Lotus as 
its new Malaysian owners 
get to grips with one of 
Britain's most familiar 
motoring names. 

Proton, Malaysia's 
“national” carmaker has 
adopted a fairly hands-off 
approach to manag in g Lotus 
since buying a controlling 
stake in the sports car and 
automotive engineering 
group last October. But mat- 
ters could change as Proton 
sets up a second production 
line in Malaysia to supple- 
ment inadequate supplies of 
Lotus's Elise sports car. 

There is an 18-month 
waiting list for the Elise, a 
lightweight two-seater which 
has received rave reviews. 

Although production is 
building up from seven a day 
to a target of 12 by the end 
of the year, that is not 
enough to meet the backlog 
of about 2,000 orders for the 
£20.000 convertible. 

The Malaysian line could 


teach Lotus some painful les- 
sons. It takes about 200 
hours to build an Elise. 
according to Mr Morris Dow- 
ton, Lotus's manufacturing 
manager, exceptionally slow 
by motor industry standards. 

One reason for this is that 
Lotus makes virtually all its 
own parts. While most of the 
motor Industry is “out-sourc- 
ing” work to outside suppli- . 
ers, Lotus’s headquarters at 
an old US airforce base near 
Norwich contains a network 
of mini-plants, each special- 
ising in low volumes of key 
components. 

Such intense specialisation 
may be one of the first Lotus 
traditions to go. “We’re 
already looking at differ- 
ences. and we'll re-export 
the processes back to Lotus 
if ours are better,” says 
Tengku Mahaleel Tengku 
Ariff, Proton's chief execu- 
tive. 

Another widely predicted 
development could be the 
departure of Mr Romano 
Artioli, the Italian entrepre- 



Rave reviews: there is an 18-month waiting list and a backlog of about 2,000 orders for the 
£20,000 Lotus Elise convertible sports car, which will now also be built In Malaysia 


oeur who bought Lotus hum 
General Motors in 1992. 

Proton's willingness to 
retain a role for Mr Artioli, 
whose business interests 
took a turn for the worse 
following the bankruptcy 
last year of Bagatti, the 
famous Italian car brand he 
revived, was critical to its 
success in winning the bid- 
ding war for Lofiis. 

M r Artioli lives near 
Lotus’s headquar- 
ters and remains 
responsible for special pro- 
jects. But it is widely expec- 
ted that Proton will eventu- 
ally exercise its option to 
buy out Ms 20 per cent. 

While change may be in 
the air for wmaking, 
Lotus’s engineering consul- 


tancy. which accounts for 
L300 of its 1.700 staff, will be 
left to its own devices. 

Proton bought Lotus to 
reduce dependence on Mitsu- 
bishi Motors of Japan, its 
technological mentor. The 
Malaysian company hopes to 
develop its first independent 
model before the end of the 
decade, although it will take 
a little longer before the 
vehicle is fitted with Pro- 
ton's engines. Although the 
company has been expand- 
ing its research and develop- 
ment unit. It still employs 
only about 300 R&D profes- 
sionals in Malaysia. 

Lotus should change that 
The company has an inter- 
national reputation in 
engine development and con- 
siderable experience in the 


areas of noise, vibration and 
harshness. It is expanding 
into whole vehicle develop- 
ment thanks to Proton. A 
£7m (US$llm) prototype 
development and engineer- 
ing centre, due to open next 
April, wifi concentrate on 
Proton's new vehicles. 

But Proton knows it must 
not antagonise Lotus's exist- 
ing engineering clients by 
giving the impression their 
work is being downgraded, 
or their proprietary technol- 
ogy Is at risk. Although 
Lotus suffered from the 
vicissitudes of Mr Artioli's 
Italian business interests, it 
benefited from being inde- 
pendent of a big carmaker. 


Haig Simonian 


Black economy 
‘costs Treasury 
$32bn a year’ 


By Stephanie Handers 
in London 

Britain's unofficial or 
“black” economy has grown 
rapidly since the mid-1980s 
and now costs the Treasury 
£20bn ($32.4bn) a year, an 
unpublished report for the 
European Co mmi ssion has 
found. 

The study, by Deloitte & 
Touche, the accountants, 
calculates that the black 
economy last year was 
worth about £80bn, the 
equivalent of 12 per cent of 
gross domestic product. It 
estimates that the cost to the 
exchequer, in lost receipts 
for value added tax and 
other taxes, could be the 
equivalent of nearly one- 
third of last year's income 
tax revenues. 

The report is part of a five- 
country study Into the size 
and budgetary costs of the 
European shadow economy 
launched last November by 
the European Commission. 

It is likely to fuel specula- 
tion that Mr Gordon Brown, 
the chancellor of the exche- 
quer. will introduce new 
measures to close tax loop- 
holes and tackle VAT eva- 


sion in the Budget However. 
Customs & Excise said yes- 
terday that many measures 
along these lines had been 
introduced in last year's 
Budget. 

“We have appointed six 
special teams of officers con- 
centrating on various areas 
of the shadow economy such 
as the construction industry 
where builders often do jobs 
for cash when they should 
be registered for VAT," said 
Customs & Excise. 

A concerted attack on 
VAT avoidance announced 
in last year’s Budget aimed 
to raise £700m in its first 
year. Over the last few 
years. VAT receipts have 
fallen Significant ly short of 
the Treasury's targets, but 
this shortfall has recently 
been declining as a result of 
faster economic growth. 

Previous studies have put 
the size of the cash economy 
at about 6 per cent to 8 per 
cent of GDP. 

But Mr Dilip Bhattacha- 
ryya, an economist at Leices- 
ter University who co-au- 
thored the report, believes 
that unmeasured economic 
activity has risen sharply in 
recent years. 


Lloyd’s 
may delay 
new rules 
for Names 


By Christopher Adams, 
Insurance Correspondent 

Radical plans by Lloyd’s of 
London to raise miniimnn 
capital requirements for 
Names could be revised fol- 
lowing angry protests at the 
speed of reform. 

Lloyd's proposed last 
month that Names - indi- 
viduals whose assets have 
traditionally supported 
Lloyd’s -* increase funds 
held at the insurance mar- 
ket and show greater per- 
sonal wealth. 

Names’ numbers have 
declined following several 
years of huge losses, and 
corporate investors have 
been replacing them. Lloyd’s 
believes reforms are essoi- 
tial to satisfy regulators and 
ratings agencies. 

The Association of Lloyd’s 
Members, representing sev- 
eral thousand Names, 
described a proposed two- 
year period for introdnctog 
the new requirements as 
“wholly unrealistic”. 

It argued that too much 
baste conld result in a dam- 
aging exodus of capital. 

It is thought the insurance 
market’s ruling council 
could allow more time for 
some proposed changes, and 
may drop moves to stop 
Names using homes to sup- 
port underwriting. 

The association said yes- 
terday it “would have to 
welcome” any concessions. 

At present, most Names 
hold funds at the insurance 
market representing 20-30 
per cent of the business they 
can back, compared with a 
minimum of 50 per cent for 
corporate investors. 

Lloyd’s proposed that 
Names within two years 
show evidence of means 
totalling at least £350.000, 

It put forward plans for a 
risk-based capital system, 
under which all investors 
would need assets totalling 
at least 50 per cent of the 
premiums they supported. 

Funds at Lloyd’s ratios for 
Names would under the pro- 
posals he raised to 32.5 per 
cent next year and 37.5 per 
cent in 1999. 


The venom of a snake helped us formulate 
a life-saving drug. Hoechst. 


In a number of civilizations, 
snakes have long been revered 
as a symbol of h ealing . 

It was 90 years ago that scien- 
tists developed a better under- 
standing of exactly how snake 
poisons act in the human body. 

Protecting the heart 
and the 

cardiovasular system. 

An example of research in 
this field is an active substance 
used to treat cardiovascular 
disorders. 

The h uman body contains 
certain tissue hormones called 
Icinin c, which reduce blood 
pressure and open the blood 
vessels. Now it has been dis- 
covered that the blood-pressure- 
lowering and vasodilating action 
of the kxniris can be boosted 
by proteins found in the venom 
of a Brazilian pit viper. 

Scientists at Hoechst Manon 
Ro uss el) our pharmaceutical 
company, have used this dis- 



Ccruin proteins 
found in the venom 
of .i Brazilian 
fer-dc-Luuc boott 
the hypotensive 
effect nf br^dyhiffin. 


covery to synthetically produce 
these proteins and thus develop 
a new life-saving drug. Research 
into cardiovascular disorders 
has always played an important 
role at Hoechst. 


In 1904, Hoechst researchers 
were the first to synthesize the 
hormone adrenaline. Other vital 


developments followed, includ- 
ing edema therapy and prepara- 
tions to dissolve blood clots. 

Today, Hoechst Marion 
Roussel offers one of the 


broadest lines of cardiovascular 
products. Cardiovascular disease 
is still the No. 1 cause of death, 
which is why fighting this 
important problem is a matter 
so dose to our hearts at 


Hoechst Marion Roussel 


Hoechst is an international group 
of companies spearheading inno- 
vation in health care, nutrition 
and industry. With a staff of 
145 000 people worldwide , 
annual sales total DM52 billion. 
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Finding new ways. 


Hoechst 
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S aturday morning in Muf- 
fendorf, the fashionably- 
reserved 12th-century vil- 
lage outside Bonn. The 
houses - half timbered or newly- 
built - are spick and span. Little 
disturbs the misty Rhineland air. 
Except, that is, the thought that 
the weekend has started and 
somehow the shopping has to be 
done. 

Not even the cosy, toy-town 
atmosphere or the truffle-box 
scenery can protect the diplo- 
mats, doctors and civil servants 
of Muffendorf from the horrors of 
German shops. Horrors which lay 
behind two reports last week on 
basic structural problems facing 
the country's retailing industry. 

But Muffendorfers have no 
time for the details - or to pan- 
der Germany's difficulties adjust- 
ing from industrial society to ser- 
vice culture, or to worry whether 
a powerful economy that makes 
the world’s best cars could in the 
next millennium run a cyber- 
space whelk stall The sun is ris- 


Weekly circus depresses toy- town 


mg and the Hit supermarket is 
only open u nti l 4pm. 

Down the hfll, and the super- 
market car park is heaving, driv- 
ers desperately trying to find 
spaces, passengers left to fend for 
themselves. Parking for parents 
with children - or even marked 
pedestrian walkways - would be 
asking too much. 

Inside the low, cramped white 
budding, the aisles are narrow. 
At the fruit and vegetable section 
the scrum is building. The shelv- 
ing is basic, the choice restricted 
largely to well-known brands. 

Take a toddler or two - I can 
vouch for this - for a still greater 
thrill. How about trolleys that 
carry more than one child (com- 
monplace in the OK)? Sorry, no. 

Except the few staff would not 
say “sorry”. Service with a smile, 
or even just good service is alien. 


DATELINE 


Bonn: shopping in 
Germany is 
frustrating, but 
consumers are not 
looking to spend 
extra for better 
service, writes 
Ralph Atkins 


At the check-out, goods are rat- 
tled through as quickly as possi- 
ble. 

Didn’t bring your own bags? 
That will be extra. Card payment 
is not accepted. Fail to pack fast 


enough and earn icy glares from 
the assistant and shoppers 
behind you. Remember the shop 
shuts on Sunday, fresh items will 
begin selling out soon. 

It is a depressing encounter. No 
wonder a report last week by the 
German association of food retail- 
ers reported that 1996 saw, for 
the fifth year running, a real- 
terns reduction in the sector's 
turnover. 

Longer opening hours intro- 
duced last November, which 
extended latest dosing times to 
8pm an weekdays and to 4pm on 
Saturday, made no difference. 
“Even longer shopping hours 
could not entice more money out 
of consumers’ pockets," the asso- 
ciation concluded. 

Gerd H&rig, the association’s 
Ehit»f executive, says German 
shoppers are not looking to spend 


extra for better service - at least 
not when it comes to buying gro- 
ceries. (“The family excursion to 
the shopping ma ii as in the US, is 

a long way oft") 
instead the fight between 
retailers is strictly over price - a 
trend exacerbated by Germany's 
sluggish economic performance 
during the past few years. Ger- 
man shoppers take a list, and fin- 
ish as fast as possible. The idea of 
supermarket shopping as a diver- 
sion is abhorrent. 

Hence, the strength of discount 
houses, such as the Aldi c hain , 
which last year accounted for 
almost 30 per cent of turnover in 
Germany’s food retail industry 
last year. 

■ Tfag diplomats and mandarins 
of Muffendorf are as likely as 
anyone to fill their car boots at 
out-of-town discount houses. 


The focus on price in food, buy- 
ing means profit margins are per- 
ilously thin . Few pfennigs are 
spare for investment in new tech- 
nology, consumer psychologists, 
wider aisles — or just a free bag. 
It a lso means poor pay for unmo- 
tivated staff. 

It is a vicious circle. As 
expenses have been trimmed, 
stjpermarkets have become uni- 
form with little to add value;, 
shopping becomes ever more 
depressing. • . ' 

It is a circle the local councflin 
Bonn - in the second report-last 
week - has sought to break. A 
lengthy study by the geographi- 
cal institute at the city’s frniver-. 
sity set out recommendations for 
improving the quality and.excite- 
ment of shopping in- the snooty, 
but also slightly dowdy; centre of 
the soon-to-be supplanted Ger- 


man capital - 

It suggested actively opposing 
‘Trading down" - already appar- 
ent around the station - and 
backed improved surro undings , 
the promotion of high-value, 
exclusive brand clothing shops 
arid the bettor training of staff. 

Another item ~au ; -the shopping 
list of proposals - "customer 
friendly" opening hours - would 
end conftisioh created by Novem- 
ber's loosening of the legal frame- 
work. That led to gross inconsis- 
tences between.' stores on when 
doora 'shot., and agm. (The local 
n ewspa per, the General- Anzeiger, - 
han suggested shoppers take dla- 
•ries.}' : 

The study -fj- a commendable 
effort At 227-pages, it is serious 
reading after a 'hard morning's 
shop ping , Bui if the recommen- 
dations were implemented, Bonn 
coold help vitalise Germany’s ter- 
tiary economy.' 

TThe message can be simply 
expressed: shopping in. Germany 
might to just a bit more fun. 


The Monday Profile: Roberto Colaninno, Olivetti 


Magician with a milk shaker 

T he cellular phone on the 

big square desk squeals. ^ 

Roberto Col aninn o grabs 
it with some Irritation 


FT GUIDE TO: 


THE IRISH ELECTION 


T he cellular phone on the 
big square desk squeals. 
Roberto C olaninno grabs 

it with some irritation 
but his face soon lights up. 
“Bravo, bravo, that's terrific 
news,” says Olivetti’s new chief 
executive. 

Had the troubled Italian infor- 
mation technology group 
clinched the deal that would 
guarantee its salvation? Or had 
the managing director he had 
scolded that morning for lacking 
individual initiative suddenly 
been converted, like St Paul, to 
his tough entrepreneurial creed? 

“No, it was my younger son. 
He’s just passed his economics 
exams.'* explains the proud 
father on whose stocky shoulders 
rest Olivetti's recovery hopes. 

For a moment, C olaninn o had 
dropped his guard and usual 
reserve. Since being parachuted 
last September into Olivetti with 
the challenge, some would say. of 
performing an industrial and 
financial miracle, he has reluc- 
tantly had to face the limelight. 

There could be no greater con- 
trast between his flamboyant pre- 
decessor. Carlo De Benedetti, and 
this 53-year-old model of the 
solid, successful north Italian 
provincial entrepreneur going 
about his business in a quiet, effi- 
cient way. 

Yet there is great mutual 
respect and personal friendship 
between these two very different 
characters. After Colaninno 
decided to leave a multinational 
to set up a car components com- 
pany In his native city of Mantua 
20 years ago, it was De Benedetti 
who became his partner and 
helped him build up Sogefi into a 
Ll,000bn ($582m) a year company 
with 5,000 employees and plants 
in 11 countries around the world. 

And it was De Benedetti who 
rang him out of the blue at 2pm 
on Monday September 16 to ask 
him to rescue Olivetti - one of 
Italy’s oldest and most venerable 
companies which De Benedetti 
tried to transform into a multina- 
tional high-tech conglomerate 
and left on the edge of a financial 
precipice. 

“I was living happily and qui- 
etly at Sogefi when the Ingeniere 



(as De Benedetti is generally 
known in Italy) made his pro- 
posal The next day, at 9am I 
accepted for very simple and 
complex reasons. Zt was an oppor- 
tunity difficult to repeat in my 
professional career. 

He has maintained “a frank 
and open” relationship with De 
Benedetti who has now reduced 
his stake in Olivetti from 15 per 
cent when the new chief execu- 
tive was appointed to slightly 
more than 6 per cent 

Colaninno dismisses talk that 
he is De Benedetti’s stooge. “I've 
always told him what I thought 
even if it was not what be 
wanted to hear.” 

When he moved into Olivetti, 
Colaninno says he discovered “a 
milk shaker". The company was 


a mix of men, products and prob- 
lems all shaken and stirred. 

His immediate task was to 
restore morale. “Olivetti had and 
has excellent people who at that 
time were in disarray as a result 
of all the events that had 
occurred,” he says. 

With his experience at Sogefi, 
where he acquired over the years 
troubled companies and then 
turned them around. Colaninno 
applied the same straight for- 
ward recipe at Olivetti. 

“First you put order among the 
men: identify the generals, the 
colonels and the soldiers; create a 
group feeling, give your troops 
security and the conviction we 
can win the battle." he explains. 

The second step was to identify 
the root problems and address 


them with a recovery strategy. 
“What I knew from the start was 
that I could not ask for any 
money from the finanHal mar- 
kets,” he says. “But I know what 
Olivetti will be tomorrow: a bold- 
ing with two important core busi- 
nesses in telecommunications 
and information technology.” 

The loss-making personal com- 
puter operations were sold, with 
other smaller operations. He also 
had to sacrifice an 8 per cent 
stake in the fast-growing Omnitel 
cellular phone group to raise 
money. He concedes, it may have 
looked like a garage sale. But he 
insists it was not a gradual liqui- 
dation of Olivetti- “It is putting 
our house in order to leave us 
with two clean businesses." 

The ftnanriai markets have yet 
to be convinced. Although Colan- 
inno ha«t so far met all the tar- 
gets he has publicly set himsaTf . 
Olivetti's share price has contin- 
ued to lang uish 

To restore confidence in the 
group, f!nlanlnnn has sought to 
make Olivetti as transparent as 
possible, meeting financial ana- 
lysts and disclosing, for the first - 
time for an Italian company, 
quarterly finan cial figures. 

His target is to see Olivetti 
dose to break-even by the end of 
this year in terms of pre-tax fig- 
ures and excluding the 
operations of Omnitel. Last year, 
the group's pre-tax losses, exclu- 
ding the Omnitel operations, 
totalled LtiOObn. 

And once the company's finan- 
cial and industrial credibility has 
been restored, he hopes to attract 
a group of stable shareholders to 
back Olivetti's longer-term devel- 
opment 

It remains a daunting chal- 
lenge. But Colaninno says he 
sleeps very well a night and the 
task of bringing Olivetti back 
from the dead does not stop him 
leading a normal working life 
and spending weekends at home 
in Mantua. 

For two weeks of the year he 
gets away from it all, fishing and 
hunting in Patagonia. 

It's the sort of peace of mind he 
is trying to instfll at Olivetti. 

Paul Betts 


The Irish election has been called for June 6. For 
a start, what do the names of the Irish parties 
mean? 

The two main parties both prefer to stick to their 
original Irish names - Fianna Fail, the “Soldiers 
of Destiny” and Fine Gael the “Tribe of the Gaels 
or Irish”. The other parties include the centre 
right Progressive Democrats - a mid-1980s break 
away from Fianna FaiL The Democratic Left has 
its origins in the Workers party and if you scratch 
further in the Irish Republican Army. With the 
exception of the Irish Labour party, the oldest 
political party, and the Greens, all the other Irish 
parties are related. 

Why are there so many political parties? 
Elections are conducted under proportional repre- 
sentation using a single -tr ansf erable vote (STV). . 

This tends to favour and therefore encourage 
smalle r parties. 

The system was introduced by the British in 
1919, in part to ensure that Sinn Fein (“Ourselves 
Alone") never again enjoyed the electoral hege- 
mony it achieved in the 1918 election, when it 
won 75 seats. STV was also dangi-wd to entrench 
the rights of religious minorities - particularly 
the pro-British protestanfs. 

How does it work? 

There are 41 constituencies, some three seat, some 
five, which together make up the 166 members of 
the Dafi. or Irish parliament Voters rank the 
candidates in order. 

At the count the votes are sorted according to 
first preferences for each candidate. If on the first 
count, no candidate has readied the quota to be 
elected, the last candidate is eliminated and his or 
her votes transferred to the candidate for whom a 
second preference is recorded. If a candidate 
receives more than the quota, the surplu s votes, 
are transfered to the remaining candidates. 

Parties can nominate as many candidates as 
they wish, though the rule of thumb is that in a 
three-sea ter the big parties nominate two candi- 
dates, and four in a five-sea ter where they hoped 
to win three seats. The smaller parties limit their 
candidates for fear of splitting their vote. 

The system allows su pp o rters of one party to 
use their second or third preference vote for can- 
didates of another party - the so-called transfer 
vote - in this way expressing a view on a particu- 
lar coalition. 

Do people tike the STV system? 

The TDs (a Teachta Dala is an MP) do not Some 
argue it fosters clienteli sm , as TDs need to spend 
so much time in their constituencies, ensuring 
their supporters do not switch their allegiance to 
another candidate from their own party at the 
next election. 

But it has survived two attempts to have it 
removed by referendum from the statute book. 
The Dail certainly has a greater diversity of view. 
STV ha s also ensured that apart from the Greens, 


ail the ma t"' parties have come experience of 
office. And with. the palls suggesting a. very dose 
contest, some analysts .believe the Greens could 
be ttie kingmakers this time. 

What .do the parties stand fox? 

There is no.: strictly right -left divide in Irish poli- 
tics. Both Fianna Fall and Fine Gael have a rural 
based support. Fianna Faff, is considered more 
conservative on social issues, but then it was a 
F ianna Fail-led government that legalised homo- 
sexuality between c on s enting adults, made con- 
doms av ailable - and backed a referendum to legal- 
ise" divorce. At the other extreme, the PDs tend to 
be the most liberal. 

. On Northern Ireland, as the the guardians of 
constitutional republicanism, Fianna Fail tends to 
■ be more s y mp a thetic to Sinn Fein t h a n Fine Gael 
Equally, Fianna Fail is more cautious about aban- 
doning Ireland's neutrality. 

But why are there two right of centre parties? 
History, in a word. Fianna Fall was the party that 
opposed the 1922 treaty partitioning Ireland while 
Fine Gael supported it Particularly in rural areas, 
those divisions persist 

Will they ever merge? 

That will only happen, if one of the parties — 
probably Fine Gael as the smaller of the two — 
were reduced to a romp at a future election. If so, 
Labour would become the opposition as opposed 
. to being the permanent party of government. But 
. that is hypothetical As long as the system throws 
up awnaiipfr parties with enough seats, Fianna Fail 
and Fine Gael will choose to coalesce with them, 
largely because it means they can retain more of 
the ministerial portfolios for themselves. 

Has Ireland always bad coalitions? 

From 1960 to 1989 - when Fianna Fail went into 
bed with the PDs - the Irish electorate had had 
two choices of government: either Fianna Fall by 
itself or a coalition of Fine Gael and Labour. In 
next month's, election, the outgoing Fine . Gael-led 
coalition is seeking to be returned as a govern- 
ment In the past voters have tended to vote for or 
against Fianna FaiL But in the 1990s new ground 
has been broken with the first Fianna Fail-Labour 
coalition in 1992 and in 1994 the current Rainbow 
coalition of Fine Gael Labour and Democratic 
Left 

What will the general election change? 

Much less than you might think. All the parties 
are committed to joining the European single ' 
currency. Any incoming government will be con- 
strained by a three-year pay agreement with the 
unions. Perhaps with Fianna Fail back in power, 
there may be more progress on the Northern 
Ireland peace process. 


John Murray Brown 


It was all smiles at Number 10 
last week as John Monks, TUC 
general secretary, went to meet 
Tony Blair. All smiles, but no 
beer and sandwiches. New 
Labour has vowed there will be 
no special treatment for union 
leaders, and they look as if they 
mean it. All of which leaves a 
question for the unions: if they 
cannot hope for a favoured seat 
at the table in a Labour govern- 
ment, and they can no longer act 
as the last defence of workers in 
Tory Britain, what can they do? 

One answer would be that 
they can do what they have 
always done, the world over: get 
higher wages and benefits for 
their members. Union member- 
ship may have fallen In coun- 
tries such as the UK and US. But 
most of the evidence suggests 
that the “union wage gap" - the 
premium you can expect to earn 
for working in a unionised com- 
pany rather than a nan-uuion- 
ised one - has not 

Union membership in the UK 
had risen to about 50 per cent of 
the workforce by 1979. At that 
time researchers calculated that 
the average wage gap between 
union and non-onion workers 
was about 10 per cent the same 
as it had been in 1970, when 
unions had not yet been marked 
out as the “enemy within”. 

In the US, where union mem- 
bers accounted for slightly less 
than 30 per cent of the work- 
force, the premium fluctuated 
around the 15 per cent mark 
between 1967 and 1979. 

By most reckonings union 
plants paid the price for this pre- 
mium in terms of lower employ- 
ment growth and profitability 


Stephanie Flanders • Economics Notebook 

Do unions still matter? 

The falling numbers of union members still earn more 

relative to other workplaces. , rtie wa«^ of iifiaons T sami 
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relative to other workplaces. 

Cut to the mid-1990s, and 
nninn membership in fho UK is 
down to 32 per cent of workers. 
In the US, only 15 per cent of the 
labour force, and a mere 10 per 
cent of employees in the private 
sector, were members of a union 
in 1995. Yet recent research by 
David Blanchflower, an econo- 
mist at Dartmouth College in the 
US, suggests that the union 
wage premium in either country 
has hardly budged. 

Others things being equal 
(skill level, education, age. expe- 
rience and the like), he calcu- 
lates that iminn members in the 
UK still earned 12.5 per cent 
more than non-union workers in 
1994. Stripping out the effects of 
the economic cycle, the union 
wage premium has averaged 10.7 
per cent since 1983. 

Blanchflower gets similar 
results in the US, where the pre- 
mium has hardly changed since 
the early 1980s, averaging 
slightly less than 15 per cent 

between 1983 and 1995. 

As the graph shows, these fig- 
ures are higher than in most 
OECD countries. And. as Blanch- 
flower admits: “They are hardly 
consistent with the widely held 
view that union power has been 
emasculated". In macroeconomic 
terms, unions are less effective: 
there are far fewer UK workers 
getting that 10 per cent premium 
than there were 15 years ago. 
But, just as we know that Con- 
servative reforms made it easier 
for employers to avoid having 
unions altogether, it is clear they 
have weakened the unions’ bar- 
gaining power even in still pre- 
dominantly unionised companies 
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(among other things, by malting 
it more difficult to strike). Why 
did unions still manage to glean 
higher wages for their members? 

A partial answer in the UK, 
discussed in an article by Naer- 
cio Menezes-Filho in the latest 
issue of the Economic Journal is 
that they increased the compa- 
ny’s productivity instead, and 
allowed the extra return to 
accrue to the employer rather 
than to the workforce. As the 
author notes, unionised compa- 
nies tended to be much less prof- 
itable than non-union ones in 
the mid-1980s. As the graph 
shows, the average company opt- 
ing to- recognise unions in 1984 
could expect to see profits fall by 
more than 40 per cent. By 1990, 
the impact on profitability was 
close to zero. 

Menezes-Filho finds that profit- 
ability in union companies tends 
to be less cyclical than non- 
union ones, suggesting that rec- 


ognising unions may positively 
have boosted corporate profit- 
ability during the early 1990s. 
Over the economic cycle, he 
reckons that union recognition 
probably still has a negative 
impact on profitability, but only 
a very modest one. 

On one level, the results 
merely confirm the widespread 
view that the impact of the 1980s 
trade union legislation was to 
take us right back to where we 
were in 1970. Confronted with 
increased management bargain- 
ing power, the relatively unprod- 
uctive and unprofitable union- 
ised companies experienced 
productivity growth which per- 
mitted them to catch up with 
non-unionised ones. Since the 
gains of this productivity were 
not captured by workers, the rel- 
ative profitability of unionised 
companies went up, leaving the 
wage premium unchanged. 

And yet, everything is not the 


same as it was. All that the 
results about the wage premium 
show is that the gains in relative 
profitability at unionised compa- 
nies were won through reduced 
employment - and, ultimately, 
dramatic declines in membership 
- rather than lower wages. 
Given the choice between the 
two, unions, “chose” the first. 

Menezes-Filho’s results sug- 
gest that, with or without Tony 
Blair, the impetus for employers 
to extricate themselves from 
unions has all but disappeared in 
the UK Why, after all should a 
company care what its workers’ 
earn if a small workforce - 
enjoying “premium." wages - 
can produce the same amount of 
profits as a large one? 

Interestingly, however, the 
same does not appear to be true 
in the US, where most research 
continues to find a strong nega- 
tive correlation between unioni- 
sation and profitability and - 
though this is more open to dis- 
pute - tower productivity. That 
may partly explain the oddity 
that companies in the US seem 
to fight hardest to prevent union 
recognition - even though 
unions there would seem to be 
the weakest in the OECD. 

The question, in both coun- 
tries. must be whether unions 
can escape a future shoring up 
the position of a diminishing 
rump of better-paid workers. In 
recent years, union leaders have 
been trying to develop an alter- 
native idle. But they are running 
out of time in which to find It 
Changes over time in union rela- 
tive ivage effects in GB and the 
US, Centre for Economic Perfor- 
mance, Feb 1997. 
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mUD NEWS IS THEBES MORE CHOKE THUN EVER IN RUSSU. 
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Gapifabzing but kdso carries high risks. Often these markets don t 

economies P romls “ ® distribution infrastructures businesses take for granted, 
have the commumca ^ succeed in overseas markets, a partner familiar with the 

For companies cultura] climate of the target countiy is a necessily. 

^^““sTquelJposirioned to help companies guard against the many risks 

entailed indding business abroad. 


If you are investing in overseas markets, AIG can help you protect your employees, 
your operations and your balance sheet on a local, regional and global basis th ^ 0U S h Jts 
unmatched breadth of insurance and financial services. Services like directors a nd othcers 
coverage, employee benefit plans, foreign exchange management and travel nng 
accident coverages. And weve got the top financial ratings to back us up. So 

your company won't be left wondering W0RL d LEADERS IN INSURANCE AND FINANCIAL SERVICES 
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MANAGEMENT 


T he couture salon of Berg- 
dorf Goodman, the 
upmarket department 
store on New York's 
Fifth Avenue, is familiar terrain 
to the ladies-who-lunch of the 
Upper East Side. 

But the 80 or so women in 
brightly coloured business suits 
who gathered there for a cocktail 
reception earlier this month were 
of a rather different ilk: they 
were all US partners of Coopers 
& Lybrand, the accounting and 
management consultancy firm, 
and they were ki cking off its 
third ann ual women partners' 
leadership conference. 

The two-day event is unusual 
because it is sponsored by the 
firm, and involves the participa- 
tion of senior management, 
although Xerox and Hewlett- 
Packard have also held women's 
conferences. Nicholas Moore, the 
chairman and chief executive 
officer, addressed the group, and 
he and other senior managers, 
including the firm's two chief 
operating officers, attended ses- 
sions. 

Backing the event has been 
“one of the best and wisest deci- 
sions the firm has made”, 
believes Iris Goldfeln, vice- 
chairman, national human 
resources at Coopers & Lybrand. 
“It has been an empowering 
experience. The women partners 
work with management to set the 
agenda for management.” Which 
means, she says, that things get 
done. 

Coopers & Lyb rand’s concern is 
not solely the principle of equal- 
ity. There Is an economic ratio- 
nale for the firm’s commitment 
to encouraging women's develop- 
ment 

“The face of our buyer is defi- 
nitely changing and they expect 
people who serve them to repre- 
sent them. And real diversity 
brings more creative solutions to 
our clients,” says Goldfeln. 

For this year’s conference, she 
commissioned research to prove 
it A survey of 300 female busi- 
ness executives by Louis Harris 
and Associates, a research com- 
pany, showed that they prefer to 
purchase consulting services 
from women by a margin of 8 to 
1. The survey participants also 
believe that women are more 
“responsive" when delivering ser- 
vices, “work harder” to make 
sure business needs are met and 
offer a “different perspective". 

Coopers & Lybrand has been 
among the list of 100 best compa- 
nies selected by Working Mother 


On top of the 
gender agenda 

A conference of women had better thing s to do than moan 
about Neanderthal male colleagues, says Tracy Corrigan 



magazine in the US for the- past 
two years - although not among 
the top 10, which includes Ell 
Lilly, Internationa] Business 
Machines, Johnson & Johnson 
and Xerox. 

But its apparent female- 
friendliness has yet to show itself 
in appointments at the top of the 
organisation. Only 119 of its 1,230 
partners are female - and 
although more women are reach- 
ing partner level, there is also a 
higher turnover among female 
than male partners. 

Moore has said he wants 30 per 
cent of the partner class of the 
year 2000 to be female. And 
since the partner conferences 
were devised, two women have 
made It to the vice-chairman 


level - one in information tech- 
nology, and Goldfeln in human 
resources. 

The drop-out rate could be con- 
nected to the demands of partner- 
ship at a time in their lives when, 
many women have young chil- 
dren. Only five of the women 
partners are part-time - and 
part-time, it turns out, may mean 
40 hours a week. 

Mary Jefferson, a partner in 
the business assurance group in 
Minneapolis, is one of those who 
has managed to work part-lime 
as a partner. “I didn't have 
[three] children just to prove it 
was physically possible,” she 
says. 

But initially she was discour- 
aged from reducing her hours. 


“When I was put up for partner 
Qn 19921 I sat down with my 
manag in g partner and I told him 
two thing s. The first was that 
accounting is like a bowl of 
ice-cream - 1 loved it but I 
couldn't eat that big a bowL And 
the second was that I don't have 
tiring to spend the money I make, 
so having more doesn't do me 
any good." 

His response was that the time 
was not right to go part-time, but 
that she should go ahead with 
becoming a partner anyway. She 
did, and when she applied to go 
part-time a couple of years later, 
it was approved immediately. 

Her arrangement has worked 
well, partly because she has been 
w illin g to be flexible, for example 


putting in extremely long hours 
far a short burst when a client in 
Kansas City was unexpectedly 
put up for sale. She believes 
part-time and flexible work prac- 
tices are becoming more 
accepted. “The th in g about 
starting trends is that there is so 
much energy spent in cr eating 
that trend. The people who follow 
along have an easier time.” 

Back at the women partners' 
leadership conference, partici- 
pants say they did not spend 
their time moaning about their 
more Neanderthal male col- 
leagues. Instead, they networked, 
HiOTifigpd marketing issues and 
performed self-assessment exer- 
cises to hi g hli g ht weaknesses as 
weH as strengths and set them- 
selves goals. However, for many, 
the conference seems to have 
been important because it hap- 
pened, rather than because of 
what happened. 

Jefferson believes that the first 
conference “gave the firm a call 
to action”, and encouraged the 
manag ement to set an agenda fix 1 
diversity issues. 

Margaret Enloe, a partner and 

general counsel, agrees: “This 
time it was nice because there 
was an assumption that there 
would be this meeting and 
[fewer] comments by the 
men . . . they've recognised it's 
useful for the entire firm." Men 
have also seen that “the women 
haven't came out with an ‘atti- 
tude’. It's been positive energy.” 

She also believes there is a 
greater “general awareness that 
women are an important part of 
the firm. The current manage- 
ment sets the right tone. [Moore 
has] made this a strong focus of 
his agenda.” 

And the women involved say 
they rame away invigorated and 
inspired. “TO be in a roomful of 
powerful, articulate, bright 
women is a very special experi- 
ence,” says Karol Rose, a partner. 
“It’s good to see that there's more 
than a few of us,” says Linda 
Ianieri a senior audit partner. “It 
was wonderful to take a moment 

to self-examinB." 

Women partners in Europe 
may be less adept at self- 
examining, but there are plans to 
invite them to next year's bash 
nonetheless. 

It may be overdue: according to 
one farmer partner of Coopers & 
Lybrand In London, some of the 
men in the office there could also 
do with a hit of diversity train- 
ing. The culture for women was 
“appalling”, she said. 
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A post-merger business depends on the calibre of its management, finds Vanessa Houlder 


W hy are some deals so 
much more successful 
than others? The unex- 
pected answer, according to a 
study of large acquisitions, is not 
price or strategic fit Instead, the 
secret of success lies with the 
calibre of the post-merger man- 
agement according to Kenneth 
Smith and Susan Hershman, two 
Toronto-based partners of Mercer 
Management Consulting. 

The need to increase the suc- 
cess rate of mergers and acquisi- 
tions remains as urgent as ever, 
despite a slight improvement 
since the 1980s. In a study of 
post-acquisition returns to share- 
holders of deals worth $500m or 
more, Mercer found that the suc- 
cess rate this decade has been 
barely 50 per cent* 


The secret of living 
happily ever after 


The consultants have tried to 
work out the factors affecting the 
success of deals by examining 
mare than 340 large acquisitions 
between 1986 and 1996. 

No link was found between the 
price premium - the difference 
between the offer price and the 
target's market value three 
months before the deal - and the 
value created by the deal. “It 
hardly means that price is unim- 
portant, but rather that there are 


as many expensive deals that cre- 
ate value as there are ‘bargains' 
that don’t,” the consultants say. 

And when the consultants 
looked at the role of strategy, 
they found no direct correlation 
between “better strategy” and 
improved returns. 

Rather than price or strategy, 
the researchers found that the 
calibre of post-merger manage- 
ment was the single most impor- 
tant determinant of acquisition 


success three years after the deaL 

That is why experienced 
acquirers - those that complete 
six or more deals a year - suc- 
ceed significantly more often 
than do their less experienced 
competitors, even though they 
often pay high premiums, say the 
authors. 

They identify three factors 
behind successful post-deal man- 
agement: a compelling, ambitious 
vision which is is widely commu- 


nicated inside and outside the 
organisation: meticulous prepara- 
tion of changes to the structures, 
processes, systems and culture; 
and an ability to make changes 
happen quickly. - - 

The deals that increased share- 
holder value were those in which 
the markets saw and rewarded 
results, based on actions after the 
deaL The deals which lost share- 
holder value were those in which 
the markets were intolerant of 
inaction or poor results, the con- 
sultants say. “For most compa- 
nies, In short, the deal is won or 
lost after it is done.” 

* Making mergers work for profit- 
able growth, Mercer Management 
Consulting, 1 Grosvenor Place, 
London SW1X 7HJ. 
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CONTRACTS & TENDERS 



NOTICE BY ABSTRACT OF CALL 
FOR TENDER 

L'ENEA, Ente per le Nuove TecnologLe, I'Energla e l’Ambiente, 
with Head office in Rome, Lungotevere Thaon di Revel, 76 (teL + 
39 6. 362371. facsimile +39 6 36272777) announces an open 
call for tender for a contract of helicopter services in support of 
the Italian expeditions in Antarctica. The annual budget 
amounts to ITL 2000 million (net of VAT/ GST] or the equivalent 
in ECU currency: duration three years. Award: The most 
advantageous financial tender according to art. 23. sub-section 
1, letter b) and art 25 of the Italian Legislative Decree 157/95. 
Expiration of tender: in conformity with the unabridged call for 
tender, not later than 12.00 hoars of 10th July. 1997. For 
tender documentation, to be handed over or forwarded to the 
Firms (on written request) please apply (Monday - Friday 9 am - 
4 pm) to lug. Antonino Cucinotta (Tel. +39/51/6098494 - Fax 
+39/51 609 8575) or to Mrs Antonia Goosen (Tel: 

+39/51/6098610 - Fax +39/51/60986237 or to Ing. Umberto 
Ponzo (Tel. +39/6/30483525 - Fax +39/6/30484893). 

The unabridged call for tender, giving all conditions of the 
tender, has been sent to and received by the Office of Official 
Journals of the E.U. on the same date of 16th May, 1995 and 
published in the G.U.R.I. Part II n.120 of 26th May, 1997, is 
available at the Unita below. 

ENEA - Person r esp o nsible for the 
Units Coordlnaxnente Procedure di Gare 
Dx. Massimo Urbani 


When your life hangs 
in the balance 


O f 140 MBA students at 
London Business School, 
how many aspire to a 
career in corporate man- 
agement A half? A third? No: just 
six. 

What these young things want, 
apparently, is a balanced life in 
which they have work, fun, lots of 
money and plenty of time for their 
family and friends. That is not all 
They also want jobs that will give 
them autonomy, responsibility, and 
a sense of achievement and fulfil- 
ment. That wish list most of than 
believe, is simply not compatible 
with a career in management at a 
big company. 

This unexpected finding comes 
from a survey by two professors at 
LBS and is published in the first 
issue of the FT’S new monthly maga- 
zine, Mastering Management. 

The authors say that there is a 
crisis of faith in managers. Outsiders 
do not know what managers do, and 
regard them at best as dull, and at 
worst as greedy. Even sophisticated 
business school students apparently 
see managers through the lens of 
economic theory, according to which 
they are opportunists who can only 
sustain profits by distorting and 
squashing the competition. 

The solution, they say, is to edu- 
cate everyone about the valuable, 
essential role played by managers, 
the prosperity they create, the cre- 
ativity they nurture, and so on. 

This analysis is shocking, mainly 
because of where it comes from. If 
LBS graduates have little idea about 
what managers do, then one won- 
ders if they learn anything at busi- 
ness school at all. 

Over the past decade there has 
been a revolution in corporate man- 
agement and one might have 
thought that some of this would 
have trickled through. Indeed, you 
could say that the careers big com- 
panies offer have never been 
brighter, salaries never been higher. 




Lucy Kellaway 


challenges never greater. According 
to their own rhetoric, companies 
promise responsibility, training and 
job flexibility on a scale inconceiv- 
able a few years ago. 

There is. of course, another expla- 
nation. It could be that there is no 
crisis of faith in managers. It may 
simply be that suddenly everyone 
wants to be a management consul- 
tant or, failing that, an investment 
banker. If all those MBAs really do 
want to work for McKinsey, Boston 
Consulting Group, Goldman Sachs 
and all the rest good luck to them. 
But if they believe that being a con- 
sultant or investment banker will 


mean having a balanced life with 
plenty of time for family and friends, 
they may be in for a rude shock. 


a n n oun ce a big deal and leave staff 
dangling with no idea of how it is 
going to affect thpm. 

The correct way to proceed is with 
a blitz of communica tion, with meet- 
ings, question-and-answer sessions, 
information sheets and fnn»d time- 
tables. To deal with staff as an after- 
thought is the best way to ensure 
anxiety, demotivatton and bitter- 
ness. It is also an invitation to the 
brightest to walk out of the door. 


Caring New Labour has much to 
learn about staff motivation. Its 
announcement that thp supervisory 
functions of the Bank of gn gfand 
were to be passed to a beefed-up 
Securities and Investments Board 
was a classic example of how not to 
handle this kind of thing 
Even the most ruthless private- 
sector c o mpany knows that the one 
thing you must never do is 


CoRFORfiTZ MAt/A GEtfEt/T CAM |# 

QViTe SEXy IF you FLA/ IT Rf&HT. 


No one actually reads, management 
books. Most of them, are too boring 
and life is too short. But everyone 
hkes to pretend they read them so 
that they can drop references to the 
latest theory or catehphrase. 

A solution is offered by a company 
called Book Talk. Every month it 
will send you “key eteehtials” from 
four leading business books on a cas- 
sette. My only concern - is that the 
company suggests- the tapes be 
played Jn the car. .■ 

Surely,- like cough medicine, they 
can cause drowsiness, and are dan- 
gerous when driving: 
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Just in case you missed ft, last i 
was National Breast-feeding Aw 
ness Week. To celebrate this, A' 
has sent me details of its revdtai 
ary breast pump. 

. ^ was about to.ffle this informs 
in its rightful place when I not 
this quote from aft Aftieri 
woman: ‘"Ihe great thing about 
pomp Is its quietness. I trampai 
“Meetings and no one had any id 
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pathetic. What does she mp-an, 
one noticed? Didn't . they vwh 
why she had her ann 
contraption shoved up her kbii 
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BUSINESS EDUCATION 


Victoria Griffith investigates business schools that put their money where their mouths are 

Expensive way to learn 


M ost business school 
students content 
themselves with pre- 
tend money when 
learning about the world of 
finance, but a growing number are 
de ma nd ing - and getting - real 
funds for their classroom pursuits. 

The University of Texas 
launched its S3m (£l.8m) fund last 
year; MBA candidates at the Uni- 
versity of Iowa run a $ 200,000 book; 
and students at the University of 
Wisconsin manage a $1 .5m portfo- 
lio. 

Cornell University hopes to be 
next to join the teal money crowd 
with a multi-million dollar student- 
run fund. Charles Lee. finance pro- 
fessor at the school, says he is 
talking to several big money man- 
agers about participating in the 
experiment and hopes to finalise 
terms over the summer. 

The students’ funds do not fully 
reflect the real life world of money 
management They are not offered 
on the open market: the money 
usually comes as donations from 
alumni and private companies. 
During the summer months, when 
the classes are not in session, the 
funds are largely ignored. 

As an educational tool, though, 
the students' learning experience is 
significantly enhanced by knowing 
chat their decisions have real-life 
consequences. 

“The reality of it creates a cer- 


'we'esccnwiX i& n m> was. tetml on c tmz. 

I prcdect wm "otew b&ie tu we s-?o *t j — - 
Jcmpm PkQkL" SULtMM J ~Z 



tain pressure." says Beth Schulze, 
who participated in the University 
of Texas programme and is about 
to take a job as an investment 
m anager with the Texas firm Sayez 
Sarofln. “You pay much more 
attention to it" 

The real money programmes 
offer a fuller experience than simu- 
lations because students have to 
fill out forms and carry out the 
deals through brokers. There is 
also an important inter-personal 


element to managing the MBA 
funds. Students are forced to “sell* 1 
their ideas to colleagues, professors 
or outside investment advisers. 
This experience, say participants, 
helps build up important client 
relationship s kills , and gives them 
a leg-up over other job applicants 
when they graduate. 

Yet the funds do have draw- 
backs. For one thing, not all MBA 
candidates are allowed to partici- 
pate; universities select top finance 




students only. At the University of 
Wisconsin, for instance, lust 15 of 
500 students are involved: 

The funds are also expensive to 
run. Although the students are not 
salaried, computers and trading 
commissions are costly and the 
funds lack the economies of scale 
to make these expenditures easy to 
swallow. High overheads and inex- 
perienced students mean the funds 
tend to underperform the market 
in the long run. 


NEWS FROM 


CAMPUS 


Students complain of investment 
restrictions. To minimise risk, 
funds at the University of Iowa and 
the University of Texas follow 
stringent rules. Students must also 
get approval from outside advisers 
for any significant shift in the port- 
folio. 

Lee. who is hoping to use the 
Cornell fund as a test laboratory 
for his investment theories, says he 
plans to keep a tight rein on his 
students as well, and will person- 
ally review all trades. 

Students running the University 
of Wisconsin funds enjoy the most 
flexibility. They can invest in 
options, for instance, and do not 
need the approval of a professor or 
outside advisor to make decisions. 

Yet that independence also car- 
ries a price: students lost nearly all 
the money tn one of the funds dur- 
ing the 1987 crash, by selling into 
the downturn. Fortunately, the sec- 
ond fund looked for buying oppor- 
tunities and performed wen, allow- 
ing the university to maintain its 
overall portfolio. 

“Sometimes I do worry that the 
money will run out. but to get the 
true experience of the market, you 
have to let them make mistakes," 
says Mark Fedinia. the professor in 
charge of the University of Wiscon- 
sin funds. “The students who lost 
all that money during the crash 
probably had a more valuable expe- 
rience than any other class." 


First professor 
of knowledge 

America’s first professor of 
.kabwledjpe has been 
appointed at the Haas 
school of business at the 
University of California, 
Berkeley. The chair has 
been endowed Jointly by 
Fuji Xerox and Xerox 
Corporation to the tune of 
Sim (£600,000). 

The job has gone to 
Dcnjtro Nonaka. specialist 
in knowledge creation and 
dissemination in the . 
workplace and author of 
The Knowledge-Creating 
Company* which studied 
innovation in Japanese 
companies. . 

Hans: US, 510 642822$ 

Management art 
for legal eagles 

Lawyers who want to learn 
more about management 
will be soon be able to 
study for an MBA for 
lawyers, a course ran 
jointly by Manchester 
Business School and the 
law faculty at the 
University of Manchester. 

The part-time course will 
combine Manchester’s 
MBA programme with 
tailored workshops, 
lectures and projects which 


demonstrate the 
application of good 
management practice in a 
legal environment. 

MBS: UK. (0)181 275 6333 

Knees-up for 
Spanish MBAs 

Alumni from Iese, who are 
now working In Europe, 
will have their first 
organised reunion in 
Barcelona on Saturday. 

The school is expecting 
nearly 300 MBA graduates 
to attend from 20 
countries. Topics on the 
agenda, all to be discussed 
in English, include new 
approaches to retailing, 
the implications of 
European monetary union, 
and business and the 
internet. 

Iese: Spain, 3 204 4000 

Global dean at 
Chapel Hill 

The Kenan-Ftagler 
Business School at the 
University of North 
Carolina at Chapel Hill has 
promoted John Pringle to 
the new post of associate 
dean for international 
programmes. 

Kenan Flagler: US. (9191 962 
7235 
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MANAGEMENT ACCOUNTANT 

Media and Communications Group based in Newbury, Berks — 

cJ£30,000 + Benefits 

Our dicnr is a profitable and old established famil y controlled group with extensive interests in nirhi- markets 
within the media and communications sector. Existing group businesses are <-gpanrimg and further controlled 

„ . diversification is planned, both organic and by acquisition. 

The Position * 

This is a new position, reporting to the Group Managing Director with responsibility for developing and 
implementing a comprehensive pe r formance measurement system. 

The Person 

□ Appropriate professional qualification □ Specific planning, development, installation and delivery 

Q Significant performance meas urement operience 

experience in both a manufacturing and Q Team player with good presentation and communication skills 

a service environment □ Sound IT and PC skills 

Applicants should write in the first instance, quoting ref. no. 1-463, to Poddy Webb FCA, Managing Consultant 

Kjdsons Impey Search Sc Selection Ltd 

B Wjm 29 Pan Mall London 5W1 Y 5LP 

m hill* « mam ualud Fax: 0171 976 1116 ■■ 

HOW inlaroilional Starch Group _ v . M .......... 

Mi E-Mail: 106l4l3404@Compuservexom. 


M 
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Ethical 


ASSISTANT 

FINANCIAL 

CONTROLLER 


Based near Peterborough to £30,000 + Car + Benefits 

Ethical Holdings pic is a global pharmaceutical group which develops innovative pharmaceutical products across a 
range of therapeutic areas incorporating advanced oral and transdermal drug delivery technologies. The company 
bas = operating subsidiaries in the UK, Sweden, USA and Argentina and is pursuing growth through acquisition. 
Already quoted on the NASDAQ stock market, a London listing is imminent 
The Role The Person 

• Prepare the group’s quarterly consolidation for • Probably an ACA, with minimum 2 years post 

external and internal reporting purposes qualification experience 

Assisi with the preparation of UK statutory accounts # An international perspective, able to recognise and 


respect different cultures 
Diplomat with strong communication skills 
Works on own initiative and responsive to 
demanding deadlines 
Capable of developing into a Financial 
Controller /General Manager role 

To apply, please write enclosing your CV to Alan Bentley, Ethical Holdings pic, Stibbington Hall, Stibbington, 
Cambridgeshire PE8 6LP ^ __ _____ ____ ____ ^ . 


and US SJE.C. filings 
Assist in setting up and monitoring group financial 
systems and controls, including cashflow reporting 
Address financial reporting issues for group 
companies, including liaison and local visits 
Supervise holding company accounting matters 


Management Accountant 


LONDON 


PROPERTY DEVELOPMENT 


T H y. c O M P A N Y 


CJES0.000 


-niLi hidiiv succvasfaf City based PrcTWy Development company, has recently established a joint venture with a major o«seas group to 
implement the construcnon of a fa gh pnrfile residennal and leiwre projea- This new compmy now require a commercially minded individual to 

nb, „ „ cMIcWe -*»■ ' ** "HU 


THE ROLE 


| Establishing reporting requirements for the Board of Directors 
I Implementation offaifv networked accountings)™ 

I Rvsp. insible far recruiting and supervising a small team 
I Monitoring management -counts, cashflows and project cost 
variance analysis 
I Reporting to F.D. 


THE CANDID ATE 


I Recently qualified CIMA/ACCA 

I Construction and or property development project experience 
preferred 

I Technically strong with in-depth management accounts 
experience 

I Highly motivated and committed to succeed 
in a demanding, commercial role 


„ , . , . W this trositiem you should reply to our retained Consultant, P«*r Reynolds at: 

FiLnml Selection. Sr Martins House, Priory Court. PUgrim Street, iWon, EC4V 6DR. 
Tel 0171 248 6000, Ffar. 0171 Z48 0073 


U 
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For more details on this, weekly Accountancy section 
please contact Keeley Pope: Tei - 0171 873 4015 


Venture Capital 

NTV Surrey Circa £34,000+Bens 

Our client is a highly successful firm of venture capital 
advisors, which maintains an active involvement in all 
its client companies. 

Seeking a Qualified Chartered Accountant, preferably 
Top 20 trained with 3-5 years PQE, to assist with due 
diligence on acquisitions, and forecasting for and 
ongoing monitoring of portfolio companies. Some 
previous exposure to corporate finance work is 
preferred but is not essential. 

The individual should be bright and personable, capable 
of clear thought in complex situations and have a 
conscientious attention to detail. Additionally, the 
individual will be self-motivated, enjoy responsibility, 
variety and interest, and be prepared to travel to 
companies and contacts mainly with the UK. 

We are a small, dynamic team, with a very friendly 
working environment, where bard work and success are 
rewarded. 

Interested applicants should send a full curriculum 
vitae to Steven Torode at: 

FT Partnership, 

L2 Church Mews, Claremont Road, 
Laindon, Essex SS15 5QJ. 

Telephone: 01268 415294. 

Interviews held in Surrey or London. 


FINANCIAL CONTROLLER 

Hcmel Hempstead Circa £34K + benefits 

This challenging opportunity will appeal lo a 
young, ambitious, energetic, neivly qualified 
prolessional. 

Monon Europe diilribufes professional radio 
communication products manufactured by Moion 
Electronits, our Korean parent company 

Leading o leant of five in the UK. you will take 
charge of all financial aspects of the company 
including Ihe production of consolidated 
management accounts, year end statutory 
accounts, forecasting and cash flows. 

Reporting directly to the M.D., you urould / oin the 
senior management learn, influencing the 
commercial decisions for the U.K. and our 
subsidiaries in Paris and Madrid. 


Interested applicants should cpply by sending a c.v. and 
hand-wrillcn covering loiter to: 

Penny Wcfrrfoll, Personnel Manager, Moxon Europe Lid.. 
Malted Close, Herrv*f Kcmpsfocd, Herfs. HP? 7EG 

C-Mcil: penny/Tmcxon, co.uk 


FINANCIAL CONTROLLER/ 
MANAGEMENT 
ACCOUNTANT 

CIRCA £30,000.00 + CAR 
Hampshire 

Very successful international trading and 
marketing company in the automotive 
industry is now embarking on the next stage 
of a planned expansion program and as part of 
this requires for the first time an in house 
professional to control and report on all 
aspects of its financial affairs. 

This is a hands on role probably best suited to 
a young energetic ambitious finance 
professional with a flexible approach who is 
prepared to get involved with all aspects of 
the company's business. 

Please apply in writing with full CV to: 

Park Lane (UK) Ltd 
Alton Business Centre 
Omega Park 
Alton, Hants GU34 2 YU 


(IIIH IESE 

W 


UNIVERSITY OF NAVARRA 



IESE and the University of Michigan 

Take your 
company one 
step ahead. 


Global Program for 
Management Development 


Barcelona, Spain - June 29 - July 11, 1997 


GPMD is a two-week, highly compact general 
management program that targets key issues 
businesses face in today s global marketplace 
such as marker orientation, people management, 
innovation and new product development stra- 
tegy, value-based corporate financing, corporate 
performance measurement and globalization 
strategy and implementation. 

IESE and the University of Michigan, two of the 
world's leading business schools, will collaborate 
for the fourth consecutive year to offer this unique 
program for general managers, country managers 
and other senior executives involved in developing 
global strategy for their companies. 


For mm In f o r ma tion on GPMD, pleasa send the folio- 
wing details to eMier IESE or the University of MSchJgan: 


Mr. Stain Jacobsen, Director 
of International Corporate 
Relations, IESE, University 
Navarra, Avda. Pearson, 21 
• 08034 Barcelona, Spain; 
phone +343-253 4200 • fax 
+343-253 4343 • e-mail, 
jacobsenOlese.es 


Mr. Ron Bendersky, Associate 
Director, University of 
Michigan. Business School, 
Executive Education Center. 
Ann Arbor, Ml 48109-1234; 
phone 1-313-763-1003 
■ fax 1-313-764-4267 
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PRESTON 

UNIVERSITY 

Wyoming. USA 


BBA, MBA, MS, PhD 


Business Administration - Computer Science 
Distance Learning t No classroom study i 
■ Accredited * Licensed by State Dept, of Education 
• Member of several professional associations 
• Student Loans - Scholarships 
• Also on-campus programs at Cheyenne campus in USA. 
and at 22 affiliated centers in four continents 

PRESTON UNIVERSITY 

Dept. FT 597. J 204 Airport Parkway, Cheyenne. WY 8200 1 . USA 
Tel: +1 307 634 1440- Fax: +1 307 634 3091 
Home page: http://www.wyoming.com/~piwion 
E-mail: prcston & wyoming.com 
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MARKETING / ADVERTISING / MEDIA 


ADVERTISING 


Baby boomers 
get the message 

Alison Smith profiles a discriminating and 
poorly understood class of consumer 
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T hirty years ago they 
were listening to 
the Beatles and 
enjoying the Sixties 
after growing up In post-war 
austerity. Now, 45- to 55- 
year-olds in the “baby 
boomer" generation are 
looking at their circum- 
stances and worrying about 
growing old in an increas- 
ingly insecure society. 

That general conclusion 
comes from a study based on 
qualitative research into the 
attitudes of this group across 
16 markets, including the 
US. Japan, Australia, the 
UK, and several countries in 
continental Europe. 

It carries strong marketing 
messages for those seeking 
to address this group, whose 
spending power outstrips its 
numbers. In the UK, for 
example, it makes up 14 per 
cent of the population but 


accounts for almost one- 
quarter of household expen- 
diture. In France, the “boom- 
ers" account for 20 per cent 
of spending on goods and 
services, while in the US the 
figure is 17 per cent 

Jane Gwilliam, the author 
of the report says there is a 
strUang similarity not only 
in the cares and concerns 
expressed by the boomers 
across all the countries 
where they were questioned 
but also about the most 
effective ways to communi- 
cate with them. 

The prime media for 
reaching the boomers are 
television and newspapers. 
They spend a substantial 
amount of leisure time at 
home, and though they 
regard radio as more reliable 
than TV, the lack of "grown 
up commercial” stations 
makes it less relevant for 


advertising. 

Most still take at least one 
newspaper a day. and are 
mare inclined to pay atten- 
tion to press advertisements 
than to inserts and fliers. 

While fliers and “junk 
mail" are likely to go 
straight in the bin, the group 
seems to have a more posi- 
tive attitude towards cata- 
logues. 

The study concludes that 
neither cinema nor sponsor- 
ship is particularly effective 
in marketing to boomers. 
That is partly because they 
spend so much time at 
home, but also because they 
fear their concerns will be 
ridiculed by the young. 

Boomers’ attitudes 
towards brands, as expressed 
in the study, are in sharp 
contrast to younger people's 
views. Gwilliam says that 
while young people value 



the brand name itself, and 
may buy the product with- 
out thinking about other 

brands, for boomers brand 
names are only as valuable 
as the goods and services 
they represent and are likely 
to have been chosen after 
other brands bave been con- 
sidered. 

The research found that 
boomers do not life* being 
patronised by advertising. 
According to Gwilliam, the 
boomers grew up with televi- 
sion and saw advertising 


evolve to become more 
sophisticated. They axe 
therefore more discriminat- 
ing and more alert to subtly 
patronising overtones than 
young people. 

“I sometimes wonder 
whether a 30-year-old 
account manager really has 
an understanding of what 
boomers have gone 

throu gh. " 

Connecting with the Baby 
Boomers , Research Interna- 
tional (0171 6 56 5000k £800 


Ad in the News ■ The RAC 


‘Documercials’ run into hazards 


Y ou will have read about the 
RAC ads in these pages 
before they appeared. But 
m bet none of you has 
made tt to the end of one of the 
150-second "docmnerrials” unless 
you are a masochistic connoisseur 
of pretentious advertising. 

Each ad contains a series of 
talking beads, from a Japanese 
technology expert to US science 
fiction writers and a Henley Centre 
forecaster. 

The heads are filmed against 
futuristic cities and transport They 
speak ponderously, as if to imply 
that what they're saying is 
significant But take an example of 
just how deep they are: "The future 
will be like the present only more 
so". 

If the ad had turned out to be for 
Microsoft or Greenpeace, perhaps 
we could accept It instead, what 
we get at the end is the RAC’s new 


The campaign does not explain the leap 
from recovery to the “future of mobility”. 
[Nor does it] give potential RAC customers 
any encouragement to find out more 


logo (a straight lift of NASA’s) and 
the laughable line; "Welcome to the 
fu t ur e in motion”. 

Let’s be charitable. The RAC’s 
arch-rival, the AA. has conducted 
one of the most remarkable 
campaigns of the decade. 

The scale of this success has left 
the RAC scrambling for a response. 
Add to that its belief that the 
traditional breakdown market is in 
long-term decline because of the 


i mp rovi n g reliability of cars, and 
you can see the problem. 

So, the SAC has dropped the 
“Royal" association, stolen that 
NASA typeface, and eschewed 
recovery. The brief from its 
iconoclastic marketing director, 

Jan Smith (track record: First 
Direct, TS8, Mazda), was: "Own the 
future of mobility". 

Client and agency believe the 
"controversy" these ads have 


inspired is half the job done. 

But it’s not just that the 
advertising doesn’t explain the leap 
from recov er y to the "future of 
mobility", it doesn't give potential 
RAC customers any encouragement 
to find out more. 

There is no Involving warmth or 
humanity about the ads, a gnfn in 
marked contrast to the AA's work. 

A £4m adv erti sing spend is not 
insignificant, but it is not enongh 
to allow consumers to understand 
the complete message. 

Yon may hare seen grey-on-grey 
posters offering £25 “no call out” 
discounts which bear no relation to 
the television advertising. 

In short, it all adds up to the 
clearest case of an "emperor has no 
clothes" ad campaign we*ve seen in 
years. 

Stefano Hatfield 

The author is editor of Campaign 


Winston Fletcher • Commentary 

Products pilloried 


M ark my words: 

in the wake of 
Labour's mas- 
sacre of the 
opposition any advertising 
for products which some- 
body, somewhere deems per- 
nicious will be pdoried- You 
don't need to be an oracle to 
read the omen; cigarettes 
and al copops have already 
been fingered. There will be 
more. 

Prohibiting antipathetic 
advertising is a nice, easy, 
and seemingly cheap way for 
well-meaning politicians to 
earn brownie points. But the 
costs to society - though 
they may be hidden - axe 
unquestionably high; and 
the effectiveness of such 
hang - as a new study con- 
vincingly shows is highly 
questionable. 

First, the concealed costs. 
Though the prohibitionists 
never seem to recognise it, 
those who suffer most when 
advertising is killed off are 
not the products’ manufac- 
turers but the media. The 
concealed cost: endangering 
the existence of weaker . 

moriia. 

Outlawing the advertising 
of entire product sectors 
makes it all but impossible 
for manufacturers to lawnnh 
new brands. The conceale d 
cost' wiTnimlsingr mncrimpr s’ 

knowledge of beneficial 
product improvements. 

Moreover pole-axing the 
advertising of legally accept- 
able products is a deter- 
mined step an the road to 
political irtfur fer gncB, not to 
say political control. The 
concealed cost: a reduction In 
consumers’ freedom of 
choice. 

Nor does it make logical or 
economic sense to allow 
companies to Tnakp and sell 
products, but not to adver- 
tise them. The concealed cost 
wasteful and tnaffiraanf mar- 
keting. 

However advertising’s 
antagonists have ridden 
roughshod over these con- 
cealed costs, dedaring them 
to be insignificant when 
compared with the benefits 
to be gained. Sheer common 
sense, they argue, dictates 
that cigarette advertising 
must make people smoke, 
alcohol advertising must 
make people drink, confec- 
tionery advertising must 


make people eat more 
sweets. 

These arguments have 
Ho ggnd the advertising busi- 
ness for ns long as I can 
recall. But the Advertising 
Association has carried out 
an important study, which 
unravels the paradox of why 
the advertising of ' cigarette 
brands need not promote 
smoking, the advertising of 
alcohol brands need not pro-.; 
mote drinking; and so on. 

The association - which 
represents all three legs of 
the advertising tripod: the 
advertisers, the media and., 
tiie agencies -commissioned, 
the study to investigate 
whether brand advertising 
does, or does not, increase 
the size of markets.; 

Its just published^ report, * 
Does Advertising Affect Mar- ' 
feet Steel, masterfbSy written 
by Dr. Simon .Broadbent of 
the Brand Consultancy, 
should be read, marked, 
learned . and. inwardly 
digested by everyone with 
tile remotest interest in how 
advertising really works. 

T he principal finding 
Is that -the question 
"Does advertising 
affect market size?" 
cannot be answered until the 
market in question is 
defined. 

Take, for example, pre- 
mium lagers. The advertis- 
ing for a premium lager . 
brand will, it Is hoped, 
expand its sates, which may 
to a lesser extort expand the 
whole premium lager sector, 
which may. to" a still lesser 
extent expand the total lager 
category, which' may - 
though firis is incr easing ly 
unlikely - expand total beer 
consumption, which may - 
though this is extremely 
unlikely - total alco- 

hol consumption. 

There is no likelihood 
whatsoever of an expansion 
in the total consumption of 
drinks of all' kinds. ■ 
tt is therefore possible to 
define the "market” in 
which the brand operates at 
five levels: p re m ium lagers, 
all lagers, all beers, all alco- 
holic drinks, all drinks. And 
as the hierarchy rises the 
effects of the advertising faTI , 
inversely, from significant to 
nfl. 

However the extent to 


which, the ripples from a 
brand’s advertising extend 
into the larger, ever mare 
emb racing market group- 
ings varies; from product to 
product- As ;• with .drinks, 
. eve r y product group can be 
: subdivided into' small mar- 
• ket sectors. These can be 
; aggregated into market cate- 
gories, which in turn can .be 
aggregated’ intotmarkets”. 

. /■ The number : o£ layers in 
' this ‘hierarchy.of sectors, cat- 
egories ‘ and markets also 

varies, fro 01 produ^ to prod- 

. act.. Using tfre.Instttnte of 
Practitioners .-in Advertising 
Effectiveness Award case 
histories-, tit. Broadbent 
shows'- how brand advertis- 
ing for Sahatogen Multivi- 
tamins. increased the market 
-Sot all vitamin products, hut 
riot the market for medi- 
cines;- and the advertising 
for Dulux Natural .Whites 
Increased the sales of all 
white emulsions, but not the 
sales of all paints. (Just two 
examples from .a plethora 
detailed in the study.) 

So the advertising for a 
cigarette brand may well 
increase the brand's sales, 
ami even its sector’s sales, 
without affecting total ciga- 
rette sales; And the same 
would be true for a brand of 
alcohol, or a toy, or a food 
product. There is nothing 
Inherently selfcontradictory 
about this, and it applies not 
just in contentious markets 
like cigarettes, but in all 
markets. 

. Indeed you . will quickly 
see. being devoted newspa- 
per readers, how it works for 
newspapers. Advertising for 
the Financial Times should, 
it would be hoped, increase 
the ft w le s of his great news- 
paper; and the advertising 
might - just - increase the 
total sales of all quality 
papers. 

But even the most optimis- 
tic at publishing companies 
would not expect the adver- 
tising of one newspaper to 
increase total newspaper 
readership and grow the 
entire newspaper business. 

Does Advertising Affect 
Market Size? Dr. Simon 
Broadbent, Advertising Asso- 
ciation Information Centre 
(0171 8282771). £10. 

Winston Fletcher is chairman 
of the UK advertising agency 
Delaney Fletcher BozeU 
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The FT Guide to preparing for EMU: Wednesday, May 26. 

From the profound implications EMU will have within the major European economies to an in-depth 
analysts of how companies of all sizes will be aHected. the FT Guide has all the answers. 
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THE WEEK AHEAD 
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Back catalogue gold dust Serge Gatosbonrg. Paul Weller of The Jam. Jlmi Hendrix, Elvis, and David Bowie 


Recycled rock finds a niche 

Back catalogue has staged its own comeback, writes Alice Rawsthom 


MARKETING 

Orchestras aim to 
pass the baton 

Victoria Griffith finds demographics 
transforming a classical performance art 


W hen David 
Bowie first 
regained con- 
trol of the mas- 
ter tapes, or original record- 
ings, of the 18 albums he 
made in the 1970s, including 
Ziggy Stardust and Aladdin 
Seme . they were valued at 
$3m. 

Ten years later, he has 
sold the rights to distribute 
those albums, and seven 
more recorded in the early 
1980s, to EMI Music for a 
S32m l£20m) advance. EMI 
plans to re-release the 
albums from autumn 
onwards. 

Meanwhile, rival record 
companies are busily recycl- 
ing other rock legends: 

• PolyGram is issuing a 
boxed set of The Jam’s 
albums next week. 20 years 
after In The City, the punk 
band’s first single, came out. 
• RCA plans to mark the 
20tb anniversary of Elvis 
Presley's death in July by 
issuing Platinum - A Life In 
Music, a compilation of 100 
songs. 

• Universal Music plans a 
series of releases following 
its acquisition this year of 
the rights to the recordings 


by Jimi Hendrix, the cele- 
brated 1960s guitarist. 

Back catalogue, as the 
music industry calls old 
recordings, has always been 
highly profitable, largely 
because the costs involved 

are negligible. 

Releasing new albums 
requires hefty investment in 
recording, marketing and 
subsidising touring costs. 
The bill for launching a 
debut album in the US is 
rarely less than $800,000. 

Pew of these costs are 
incurred when selling back 
catalogue. Record companies 
may pay for some advertis- 
ing to promote special 
releases, such as Elvis Pres- 
ley's Platinum, but they gen- 
erally need far less than for 
an unknown act. Otherwise, 
the only . investment Is in 
manufacturing the compact 

disc, now as little as SOp. 

The hitch, is that the 
majority of the $40bn-worth 
of records sold worldwide 
each year are new releases, 
and few artists have such 
enduring appeal that their 
old albums carry on. selling 
years later. 

There are exceptions, such 
as Elton John, consistently 


one of PolyGram’s best-sell- 
ers, and Elvis Presley, whose 
classic 1950s and 1960s 
alb ums still saTl miTHnns of 
copies a year. Similarly 
superstar groups, such as 
PolyGram’s U2 and Warner’s 
RJ3.M.. generally benefit 
from healthy Increases in 
catalogue sales to the new 
fans they attract by releas- 
ing new albums. 

Recently, rock legends 
have become more popular. 
The highest-grossing US 
rock tours in recent years 
have been by 1960s and 1970s 
veterans, such as Kiss, the 
Rolling Stones, Pink Floyd 
and the Eagles. 

T he next comeback 
contenders are Flee- 
twood Mac, who 
plan to tour after 
this autumn’s release of an 
acoustic version of Rumours, 
their best-selling 1977album. 

The success of these acts 
reflects the broadening 
demographics of the music 
market The teenagers who 
bought their records and 
concert tickets in the 1960s 
and 1970s. are now buying 
them again as affluent 
adults in their Site and 40s. 


What a record company 
really likes is for an estab- 
lished artist to attract a new 
generation of young fans, as 
well as nostalgic old ones. 
The Beatles have sold more 
than 40m albums for EMI 
since the launch of the first 
of three Anthology albums 
two years ago. 

The Beatles are excep- 
tional. Not only did they 
enjoy a rare combination of 
c r it ic a l and commercial suc- 
cess, but the brevity of their 
eight-year recording career, 
coupled with John Lennon's 
early death, has imbued 

them with a mythic stature 
that eludes their peers, such 
as the Rolling Stones, now 
preparing for yet another 
world tour in their 50s. 

Other rock revivals may 
be smaller in scale than the 
Beatles', but they ran still be 
highly profitable. The Jam 
are cited as an influence by 
so many contemporary Brit- 
ish artists, notably Noel Gal- 
lagher of Oasis, that Poly- 
Gram hopes to sell its 20th 
anniversary boxed set to 
young Britpop fans. 

PolyGram had an unex- 
pected windfall in the US 
last year when Danny Gold- 


berg. president of its Mer- 
cury label, noticed that hip 
record stores in New York 
and Los Angeles were 
importing the compilation 
albums released in France to 
commemorate the 10th anni- 
versary of the death of the 
singer, Serge Gains bo urg. 

Mercury issued the albums 
In the US too. and sales of 
Gainsbourg’s back catalogue 
have since risen steadily. 

RCA has loftier ambitions 
for its Elvis Presley Plati- 
num boxed set. part of a 
plethora of 20th anniversary 
events Including the opening 
of an Elvis-themed restau- 
rant in Memphis, and a 
series of US television spe- 
cials. 

Behind the scenes . I CM. 

the Hollywood talent agency, : 
will be negotiating media 
and merchandising deals for 
its new client Elvis Presley 
Enterprises. 

EMI has yet to finalise its 
plans for the David Bowie 
catalogue, which includes 
thousands of hours of unre- 
leased material. It has 15 
years to recoup its $3 2m 
before the contract ends - 
and David Bowie auctions 
off his musical past again. 


T he lights dim in the 
concert ball of the 
Colorado Symphony 
Orchestra, and (be 
audience falls silent. Con- 
ductor Marin Alsop raises 
his baton to direct a piece by 
composer Scott Bradley, and 
over the performance stage a 
camera image Is projected. 
Tom and Jerry, the famous 
duo. scamper across the 
screen. 

What are Tom and Jerry 
doing at a -classical music 
performance? The symphony 
orchestra hopes they - and 
other marketing innovations 
- will bring in larger and 
younger audiences. 

Symphonies orchestras are 
not the only US entertain- 
ment form facing an increas- 
ingly grey-haired clientele. 

But the demographics of 
symphonic attendance are 
striking. A study of concert- 
goers released last year by 
the National Endowment for 
the Arts found audiences 
declining for every age 
group under 50. According to 
the St Paul Chamber Orches- 
tra, only 6 per cent of its 


If it's expensive. French, and 
comes in a bottle, it probably 
looks the way it does 
because of two companies, 
working in very different 
markets, who are about to 
celebrate a marriage of con- 
venience. 

This week perfume design 
house Ateliers Dinand seals 
a deal with Linea, .designer 
of drinks bottles for the likes 
Of MoSt et Chandon and 
Remy Martin. 

Both companies are lead- 
ers in their field - an esti- 
mated 80 per cent of fine fra- 
grance bottles worldwide are 
designed by Ateliers D inan d. 
But the partnership is 
unlikely to result in brandy 


audience is under 35. 

An ageing audience even- 
tually means more empty 
seats. Eight symphony 
orchestras have dosed in the 
US in the last ten years. Last 
year alone, the orchestras of 
San Diego and Sacramento 
shut down. 

What's needed, say observ- 
ers, Is a complete overhaul 

of marketing strategy. 

Eugene Carr, president of 
Culture Finder, a Net infor- 
mation service about tlie 
arts, says he realised just 

how little symphony orches- 
tras have changed when the 
New York Philharmonic 
recently presented a concert 
nearly identical to a perfor- 
mance a century ago. 

Previously foreign con- 
cepts like “building a brand 
image”, “measuring cus- 
tomer satisfaction" and 
“creating name recognition” 
are finding their way Into 
classical music parlance. 

The Oregon Symphony, for 
instance, has conducted mar- 
ket research to find out what 
appeals to its viewers. “Our 
theory is, the music's not the 


bottles designed for the 
dressing table or perfume 
packaging that goes pop. 

The main benefits are 
organisational rather than 
creative. The joint venture 
hopes, for instance, to make 
use of Dinand's overseas 
sales force for both compa- 
nies - most of Linea’s busi- 
ness is done within France, 
while 85 per cent of Dinand’s 
is in the export market. 

The joint holding company 
will be called Financire Cas- 
tiglione S A. but the two com- 
panies will remain indepen- 
dent. retaining their brand 
names and separate studios. 

“Ateliers Dinand has been 
in existence for more than 35 


problem, it’s how it’s pres- 
ented." says Don Roth, direc- 
tor of the orchestra. 

To attract a younger clien- 
tele. the Oregon Symphony 
has Introduced concerts 
under a new “brand’’ name. 
Nerve Endings. “We did it 
this way because it lets 
people know that these con- 
certs will be different from 
your standard fare." says 
Maureen O’Connor, in 
charge of marketing for the 
orchestra. 

Under the auspices of the 
new brand, the Oregon Sym- 
phony is venturing on to 
new ground. A February 
concert featured a corpse in 
the lobby, cordoned off with 
police tape. The corpse was a 
dummy of Mozart, a display 
designed to create a mood 
for that night's Mozart pro- 
gramme. 

Another Nerve Endings 
performance featured a Fla- 
menco-inspired classical 
music programme, complete 
with dancers, videos of Fla- 
menco singers, and dis- 
counts to Flamenco parties 
at local night dubs. 


success 

years. Linea for more than 
20 years," explains Dinand’s 
CEO Christian JauffreL 

“There will, however, be 
opportunities for involving 
members of both design 
teams on. for instance, one 
perfume project. It also 
means we could, if neces- 
sary. mobilise all 30 design- 
ers to work on a rush 
job." 

Although both companies 
are at the luxury end of their 
markets, perfume and alco- 
holic drinks pose very differ- 
ent challenges, according to 
Jauffret. “The marketing tar- 
get is very different" 

Judith Gubbay 
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INTERNET 


Time for Europe’s extranet 


T he creation of a 
European extranet 
funded by the Euro- 
pean Union to allow 
the expansion of on-line 
communication to continue 
has been called for by a 
group of leading media and 
romznuzueationa professors. 

The group led by Axel Zer- 
iick. professor of economics 
and mass communications at 
the Free University of Ber- 
lin, believes that the present 
US-dominated internet cre- 
ates too much international 
raffle for Iocs! information 
seeds. “Europe should take 
his opportunity to build a 
rtrong pan-European infra- 
structure of its own,” he 
ays. 

If more people try to use 
he internet, the only hope 
>f a high performance net- 


work lies in a new one with 
a reasonable balance of 
regional and international 
traffic. The EU should invest 
in servers and decentralised 
databases “with local, 
regional, national and inter- 
national co ntent, to ease and 
Speed up on-line usage in 
Europe.” 

The proposition is one of 
10 theses extracted from the 
work of mass media and 
communications academics 
worldwide, brought together 
by the European Communi- 
cations Council, a privately 
funded body set up to look at 
the forces and trends that 
will shape communications. 

The money for the con- 
tinuing programme of study 
is being provided by MGM 
MediaGruppe of Munich, an 
advertising sales bouse. 


Apart from Zerdick. the 
other council fellows are 
Philip Schlesinger. director 
of the Media Resea r ch Insti- 
tute at Sterling University. 
Percy Tannenbamn, profes- 
sor of Public Policy at the 
University of California at 
Berkeley, and Alessandro 
Silj. director of Research on 
Media Associates. 

Another thesis warns that 
the internet was not built to 
incorporate all the new ser- 
vices and will implode if 
used for telecommunications 
and listening to radio. New 
backbones, new overlay-net- 
works, intranets and charg- 
ing methods are emerging 
which will replace the pres- 
ent internet 

The academics warn that 
the much-hyped media revo- 
lution has yet to reach 


Europe. By mid-1996. only 
between 1 per cent and 2^ 
per cent of the population in 
France. Germany and the 
UK used it, compared with 5 
per cent in the US. 

European services with 
European content are devel- 
oping but bottlenecks 
remain — in particular high 
prices set by de facto monop- 
olies which limit on-line con- 
nections. The US approach 
of integrating broadcasting 
and telecommunication reg- 
ulation is the way forward 
for Europe, the academics 
believe. 

Exploring The Limits - 
Europe's Changing Commu- 
nication Environment, is pub- 
lished in English by 
Springer. 

Raymond Snoddy 
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Dawn of micro-payment era 



At a 

technology 
conference is 
Paris last 
week, I wit- 
nessed an 
extraordinary 
confrontation, 
lit took place 
tween representatives 
im a Dutch telecoms com- 
ay and two US companies 
it sell electronic micropay- 

>nts systems. 

Phe two Americans, one 
>m Cybercash and one 
im First Virtual Holdings, 
:h made separate, persua- 
e pitches for a new pay- 
■nts system. They demon- 
■ated smart new 
hnoJogies to ease the pro- 
s of buying online, and 
played charts showing big 
reases tn.the use of their 


the Dutchman was 

mpressed. He argued that 
■trornc. commerce is more 

anced in Europe than in 
US, making the point 
• the Dutch moved from 
ques to electronic pay- 

its 25 years ago. 
nd he accused the 
ericaas of cultural impe- 
ism hy. trying to force 
opean customers to 
3t systems de s i gned for 
consumers. 

ow l don’t believe that 


cultural differences are the 
main reason why new Amer- 
ican payments systems are 
making little headway in 
Europe. The new payments 
technologies are making 
little headway anywhere. 

After nearly two years of 
trying. Cybercash has signed 
up only 800 merchants to its 
system - fewer than the 
smallest credit-card issuer. 

Part of the problem is that 
the new payments compa- 
nies have had difficulty 
distributing their technolo- 
gies. The most common way 
that internet users come 
across the systems Is on Web 
sites that use the technolo- 
gies to sell products. 

Once you have made the 
decision to buy something, it 
is irritating to be forced to 
fill out a form for the pay- 
ments service. No one would 
expect to sell credit-card ser- 
vices to a customer who is 
already at the front of the 
checkout line at a supermar- 
ket 

So the payments compa- 
nies need to sign up users of 
their service before they are 
ready to start buying. 

But there is a more funda- 
mental problem with the 
potential market. The new 
electronic payments systems 
are designed to make it 
cost-effective to carry out 


small transactions, for a few 
pence or dollars, at a dis- 
tance. Yet consumers aren’t 
used to such transactions, 
and several things need to 
happen before they will be. 

At present, mail-order and 
catalogue companies sell 
physical goods to consumers, 
but the cost of delivery tends 
to make it uneconomic to 
fulfil very small orders. 

W hen the price of 
the transaction 
rises to $50 or 
$100, and makes 
the order worth delivering; 
standard credit cards begin 
to look more attractive to 
merchants. They can widen 
the potential market from 
thousands of Net cranks to 
millions of so-called normal 
cardholders. 

If the commodity is infor- 
mation, or other services, 
the delivery cost problem 
that affects low-value trans- 
actions for goods does not 
arise. 

. But services have their 
own problem. Because it has 
rarely been possible in the 
past for services to be sold in 
very small pieces, providers 
have different forms of sub- 
scription. Lawyers charge by 
the hour, not by the letter. 

So consumers have little 
experience in valuing small- 


scale services. 

There is also a psychologi- 
cal problem: a ticking meter 
tends to make people use a 
resource much more spar- 
ingly than if they sign up by 
the month or year - and the 
result might be that total 
revenues are less. 

So are electronic micro- 
payments doomed? I think 
not. First, the companies 
that developed them are get- 
ting better at marketing. 

Other changes make the 
prospects more promising. 
Later this year, the US 
Postal Service will start 
accepting mail that is 
franked electronically on the 
printer of a standard PC. 

This will eventually make 
it economic to mail-order 
packages worth $10, and will 
stimulate a big new low-end 
mail-order market 

Changes are also likely in 
the market for services. 
Directory assistance shows 
customers can get used to 
spending tens of pennies 
simply to find a phone num- 
ber. 

The long-term prospects 
for electronic micropay- 
ments are good. Whether the 
existing players will bring 
rewards to their investors is 
a different question. 

tfmjacksen@pdbaz.com 
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BUSINESS TRAVEL 


Travel News * Roger Bray 


Plans for Kiev 

Inter -Continental plans to 
open a five-star business 
hotel in Kiev, the Ukrainian 
capital, next spring. It is 
likely to be the first of its 
kind in the country and 
should deflect criticism that 
the city has "western hotel 
prices without western 
standards", to quote a 
British resident 
The ll-storey. 204-room 
property will be opposite SL 
Sophia Cathedral, modelled 
on the basilica of the same 
name in Istanbul. It will 
incorporate a restaurant, 
business centre, banqueting 
and conference rooms, a 


nightclub and shops. It 
should be ready in time for 
the ann ual meeting of the 
European Bank Tor 
Reconstruction and 
Development, due to take 
place in the city. 

Rooms on web 

Travellers to Britain and 
Ireland can now trawl for 
hotels on a website set up 
by the Royal Automobile 
Club, the US motoring 
organisation (tvww.rac. 
co.uk 4 It enables you to 
click on a map, tap in 
requirements such as 
conference facilities, pool or 


squash court, and view a 
list of all suitable options 
within 25 miles. The site 
covers 1,300 properties, all 
checked by RAC inspectors. 

Peacock's tail 

Executives under stress are 
to be offered free tuition in 
catching a peacock’s tail, 
playing the guitar, or 
finding a needle on the 
seabed at Hong Song's 
Peninsula Hotel. These are 
all sequences of movement 
in Tai Chi, the ancient 
Chinese art of keeping fit. 
which is said to relax 
nerves, stimulate blood 
circulation and mental 
alertness and improve the 
functioning of internal 


organs through deep 
breathing. 

Classes in its mysteries 
Will be taught on the Sun 
Terrace by Master Kwok 
Wing-Cheong each morning 
from July 1 to October 8. 

Ticketless Spain 

Iberia has launched Spain’s 
first experiment with 
ticketless travel on nights 
between Madrid and 
Valencia. Passengers are 
able to book by credit card 
via a 24-hour telephone 
service. 

There will not be 
automatic check-in 
machines at the airports. 
Instead passengers will use 
dedicated desks where they 



is a great big freeway 


R egular visitors to 
Los Angeles know 
that renting a car 
is essential to cope 
with the huge urban sprawl 
and its widely scattered com- 
mercial and industrial activi- 
ties. 

Usual practice for most is; 
exit aircraft; head for near- 
est rental desk and cheapest 
deal: pick up keys of Slush- 
tank Anonymous De Luxe 
Alkll; put automatic in gear, 
brain in neutral; hit freeway; 
get lost on way to hotel. 

It need not be like that. 
Budget Rent A Car has just 
injected a note of excitement 
into the whole tedious busi- 
ness - although it is strictly 
for the well-heeled business 
person or one seriously in 
need of an emotional lift. 

In Budget's Beverly Hills 
scheme of things, the visitor 
takes the hotel courtesy bus. 
cab or airport limo to the 
hotel. Then, once duly 
refreshed, he or she hops 
into or on to an altogether 


But it’s much more fim if you 
are driving something out of the 
ordinary, says lohn G riffiths 


more alluring array of 
machinery delivered by prior 
arrangement to the hotel. 

Fancy a day or two in a 
Dodge Viper? Chrysler’s 
monstrous eight-litre two- 
seater. more at home at Le 
Mans than on the freeway, is 
available for rent at $541 
<£333* a day. including taxes, 
plus 54 cents a mile. 

Porsche's new Boxster 
sports car. for which buyers 
are having to wait a year or 
more, is on hand for §270.50. 
plus the same 54c a mile. 
Mercedes' own new sports 
car, the SLK. for which the 
buyer waiting list is even 
longer, is available at an 
identical charge. 

And anyone with a motor- 
cycle licence and feeling 
really adventurous can leap 
astride a “hog'’, one of 


Harley-Davidson's legendary 
two-wheelers, at rates 
starting at §69 a day. plus 
taxes and with the first 100 
miles free. 

Helmet and clothing are 
provided. And since US driv- 
ers display none of the homi- 
cidal intent towards motor- 
cyclists shown elsewhere, 
the proposition is by no 
means as daunting as many 
might t hink . 

Budget, based in Wiishire 
Boulevard, cl aims to run the 
world's biggest rental fleet of 
mobile exotica - it includes 
a civilian version of the 
■■Hummer" four-wheel -drive 
vehicle of Gulf war fame as 
well as Rolls-Royces and Fer- 
raris. The company has 
tied up with more than a 
dozen hotels in the Los 
Angeles and Beverly Hills 


will need to show proof of 
identity. 

Meanwhile British 
Airways, which has 
extended ticketless travel to 
all domestic services, says 
some passengers have been . 
taking as little as 50 
seconds to check in at 
self-service machines. 

Manchester hotel 

A £37m bote! is to be built in 
Manchester, incorporating 
the Italian ate facades of the 
city's 19th-century Free 
Trade HalL original home of 
the Halid Orchestra. A 
290-bedroom, four-star 
property, it will be part of 
the Millennium and 
Copthorne portfolio, which 


includes London's Chelsea 
and Britannia Hotels. It will 
be. part of a regeneration 
embracing a convention 
- centre, an amphitheatre, 
shops and restaurants. 

New York deals 

New York continues to 
produce summer hotel 
bargains. Manhattan's The 
Mark, on Madison Avenue, 
is cutting executive suites 
from $625 (£3861 to $395 a 
night between June 27 and 
September 7. 

De luxe double rooms will 
cost $260, compared with 
the usual 8380. The 
180-room hotel recently 
underwent a 84.1m 
refurbishment 


areas to operate the scheme. 

It has also allied itself 
with California Cruisers 
Motorcycle Rentals to offer 
the Harley -Davidson scheme. 
The company is not alone in 
venturing into exotica. Avis, 
Hertz and other big car hire 
companies are also extend- 
ing their ranges. 

And London, in particular, 
has several companies, 
including Elite Rentals, Euro 
Style. Town and Country 
and others specialising in 
Ferraris, Porsches and other 
upmarket desirables - not 
all for overseas visitors. 

To pay £248 a day for a 
Porsche 911 from someone 
tike Euro Style, mainly to 
get stuck in the congestion 
of southern England's road 
system, might seem like an 
exercise in financial masoch- 
ism. The long driving dis- 
tances inevitably involved in 
the LA basin, however, pro- 
vide a great opportunity to 
wrap indulgence in the cloak 
of transport “need”. 



E uropean business travel 
costs continue to soar well 
above inflation, according to 
American Express figures. 

Average business-class fares 
rose 5 per cent in the first quarter 
of this year, while hotel rates in 
North America and the Middle 
East have increased more than 
10 per cent in the past year. 

The American Express European 
Business Travel Index, a quarterly 
monitor of fares between 439 pairs 
of cities and of 829 hotels in 56 


Cost of doing business 


cities, shows business fares from 
western Europe to all regions rose 
in the first quarter. The biggest 
increase was to the Middle East - 
up 9 per cent and contributing to a 
rise of 13 per cent in two years. 

Fares to North America climbed 
6 per cent. They have risen 16 per 
cent in two years. 

British business fares rose 8 per 


cent in the first quarter and have 
risen 20 per cent since 1995. But 
recent increases have done tittle 
more than bring prices in line 
with the European average. UK 
discounted economy tickets 
remain much cheaper than from 
other western European countries. 

Kyle Davis of Ames attributes 
the rise in European fares to the 


increases in jet fuel prices, the 
strength of the dollar against 
European currencies and strong 
demand for travel. 

He believes the worst is over. 
“After the biggest increases in 
three years of compiling the index, 
we think fares are going to stabi- 
lise because fuel prices have stabi- 
lised. We may even see some 
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markets where fares come down.” 

The index shows that the steep- 
est rises in hotel rates in the past 
year have been in Chicago and 
Bombay - up 26 per emit and 15 
per cent respectively. The UK, Bel- 
gium and Italy are up 8 per cent 
while rates fell 1 per cent in Ger- 
many, Austria and Switzerland. 
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Perils of life 
on the move 


Amon Cohen 

American Express Europe. 0171 976 
467714498 


B usiness travellers are 
getting jumpy. A 
report suggests, they 
are more likely to choose an 
airline with a reputation for 
safety than one with aircraft 
that leave on time. But only 
29 per cent claim they 
always pay attention when 
cabin staff point out emer- 
gency exits. 

The findings of the latest 
international Business 
Travel Lifestyle Survey by 
timetable publisher OAG 
show that a crash-free record 
has become the second most 
persuasive factor in the 
choice of an airline. A conve- 
nient schedule remains the 
most powerful draw. 

The survey of 5,250 travel- 
lers from nine countries says 
14 per cent ignore pre-take- 
off safety announcements 
altogether, with the French 
and Italians the most cava- 
lier. 

A reputation for punctual- 
ity, extra comfort and leg 
room, and efficiency at 
check-in are the next three 
most important consider- 
ations. The sixth Is an 
attractive frequent-flyer pro- 
gramme, with the prospect 
of collecting more points 
tempting about 8 per cent of 
passengers to defy company 
travel policy. 

But although such 
schemes have sucked in 
even more French, British 
and German members since 


Last year, OAG says there is 
“some evidence” that their 
influence may be waning. 

Perhaps because of the 
routine nature of US domes- 
tic air travel, Americans are 
adamant that, in return for 
all those dreary hours at air- 
ports, they deserve hotel 
upgrades and Hawaiian holi- 
days. 

The survey records a 
slight increase to 44 per cent 
in the number of business 
passengers travelling in 
economy or coach class, 
which may be the result of 
sharp increases in premium 
fares on many routes. 

It says nearly a quarter 
have used the internet as a 
source of travel information. 
In the US and Japan the pro- 
portion is 30 per cent. Four 
per cent of Americans have 
marfp direct bookings via the 
web. The British, however, 
are “most suspicious of its 
reliability and the least 
impressed”. 

And anyone who imagines 
that business travellers are 
Invariably from vast corpo- 
rate empires should note 
that according to the report 
nearly Half work for small 
companies with fewer than 
25 employees. 

Roger Bray 

OAG Business Travel Life- 
style Survey 1997. Reed 
Travel Group, £125 
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Portrait of the 
artist as a 


Jackie Wullschlager on a ravishing celebration which 
explores Freud's influence on Viennese art 


W hy, 150 years 
after the inven- 
tion of photogra- 
phy. do we still 
find portraits 
rivetting? As long ago as the 18th 
century, artiste were justifying 
them by theories of character - 
“a Portrait is a sort of General 
History of the Life of the Person 
it represents", claimed Jonathon 
Richardson. Georgian portraitist 
and leading critic of the day. Yet 
try to fix the character of most 
pre-20th century subjects - 
Titian's nudes or Velazquez’s 
aristocrats, Gainsborough's coun- 
try gentlemen or Rossetti's 
femmes fatales - and you realise 
you know them only from the 
outside: sensuous or sultry 
women, haughty or composed 
nobles. 

The beginning of a new kind of 
penetrating psychological por- 
trait which presents the sitter 
from within, as if he or she were 
painted on the analyst’s couch, is 
the subject of "Vienna 1900: Por- 
traits and Interiors, a ravishing 
new exhibition at Amsterdam's 
Van Gogh Museum. It places por- 

and by lessez^knowns such as 
Carl Moll and Kolo Moser, in the 
setting of contemporary interiors, 
costumes, theatre designs, books 
and other works of art, and 
invites us to watch how, within a 
generation, one city suddenly 
found language and symbols to 
express the inner life. 

Nothing has shaped modern 
western culture more than 
Freud’s theory of the uncon-, 
scious: this exhibition paints the . 
brilliant, troubled backcloth from 
which Freud emerged, and shows 
us why he could have come from 
nowhere else. 

Freud's adversary Karl Kraus, 
who defined psychoanalysis as 
“the disease of which it pretends 
to be the cure”, called 1900s 
Vienna "an isolation cell in 
which one was allowed to 
scream”. The rich, leisured capi- 
tal was the apotheosis of 
Europe’s ffn-de-siicle mood:, it 
mixed weariness of life, doubts, 
hectic exuberance and the social 
unrest which would end in the 
fall of the Habsburgs. The mass 
response was a retreat into the 


aesthetic and the erotic. The pop- 
ular hits of the 1900s - Strauss’ 
Der Rosenkavaher, Mahler’s sym- 
phonies, Schnitzler’s plays like 
Der Reigen (La Ronde), with its. 
scandalous plot of shifting sexual 
partners, Klimt's paintings - all 
swoon to the cult of sensual 
beauty. 

In a city so classical and art-ob- 
sessed that it feels like an 
open-air museum, the Viennese 
have always had a tendency to 
see life as a sumptuous “Ges- 
amtkunstwerk”. No one illus- 
trates it better, than society 
painter Hans Mack art, whose 
heavy red and gold interiors and 
nostalgic portraits seem today to 
embody the Viennese repression 
that Freud was chall enging. 


T he opening gallery 
here presses in on you 
as Mackart’s studio, 
all velvet and oak and 
dead animals, must 
have hemmed in the breathless 
crowds at his famous parties. 
'.Here is his glitzy Midsummer 
Night's Dream bedroom designed 
for the Empress Elizabeth's hunt- 
jpg, lodg?, and his portrait of 
Charlotte Wolter, the histrionic 
Burgtbeater actress, as a proud 
detached Messahna. Klimt once 
bribed the maid to show him 
Mackart’s studio while the artist 
was taking his siesta. Years later, 
when he rejected academic real- 
ism and launched the new style 
of the Vienna Secession with his 
landmark 1898 portrait of Sonja 
Krups in a flamboyant pink 
gown, he played on Mack art's 
portrait of Wolter. The juxtaposi- 
tion of the two pictures here 
shows how the young, ambitious 
portraitist echoed the asymmetri- 
cal figure placement and the foil 
of accompanying flower-bursts 
which, with the strong, hand- 
some body silhouette, give Sonja 
a sensuous self-possession rival- 
ling Mackart’s classical model 
At the same time, hallmarks at 
Klimt's revolutionary portraiture 
- square format, two-dimensional 
composition, bold, fluent brush- 
work - are heralded here. One 
step away was the surface-filling, 
caressing strokes of Pointillism 
of the Marie Henneberg portrait, 
then cm to the organic “flower 


becames a foil for a symbolic dec- 
orative structure, as in the por- 
traits of Adele BIoch-Baner. In 
SUCh pictures, anatomy beCOP lBS 
ornament and vice versa. With 
their appeal to the unconscious 
and their opulent impact, they 
soon had the wives of the nou- 
veau-riche hanmwring on Klimt'S 
door. His shimmering, volup- 
tuous fapades even got explicitly 
erotic paintings such as “The 
Kiss", with its gold and silver 
overlay of erect rectangles and 
oculatad spirals, past the impe- 
rial censor. 

We see at the Van Gogh 
Museum a masterly overview of 
his development as portraitist, 
culminating' in the 1918 study at 
Johanna Staude, a new, post-war 
woman, self-aware, intelligent, 
modem, staring boldly out at us, 
sporting a fashionable short hair- 
cut and black feather boa. 

A joy of this show is the sheer 
diversity of female types. Broncia 
KoUer-PinelTs seated young nude 
Marietta owes much to Klimt - 
geometrically constructed back- 
ground, decorative effects - but 
the face and posture are uncer- 
tain, gauchQ. „ vulnerable, rather 
than provocatively erotic; by the 
absence of insistent sexuality, 
she makes you realise how 
oppressive male depictions of the 
female nude can be to women. 
Elena Luksch-Makowsky's 
self-portrait with her son is 
another revelation - the artist, in 
clerical vestments, holds up the 
boy, crowned with flowers, as a 
sacrifice against a bloody back- 
ground. suggesting the threat to 
her identity from motherhood. 

And Richard Gerstl’s Fey Sis- 
ters is an extraordinary interpre- 
tation of the conflicting worlds of 
experience of two nearly identi- 
cal sisters, setting the content- 
ment of Karoline against the 
introverted isolation of Pauline. 
Both wear full white dresses 
which turn to grey as sweeps of' 
black background Invade them; 
the contrasting facial expressions 
make the work an almost schizo- 
phrenic study of agony versus 
calm, despair versus opulence. 

Gerstl was one of the young 
stars of Viennese expressionism, 
celebrated in the final gallery 
here. Breaking with the rigid aes- 
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Shaw's 

Madame 


W hen watching a 
British film of the 
1940s or 1950s, you 
are likely at some 
point to hear the plummy twang. 
It is the sound of an actor who 
normally speaks in Received Pro- 
nunciation, but is now called 
upon to adopt a more proletarian 
accent and can’t quite manage It 
- Stanley Holloway in Brief 
Encounter is a prime example. 
The phenomenon has now been 
revived in Alan Strachan’s tour- 
ing production of Mrs Warren's 
Profession at the Richmond Thea- 
tre. In which Penelope Keith 
plays an East End girl turned 
international madame without 
quite getting her mouth around 
the broadened vowels and glottal 
stops. 

But Keith gives an otherwise 
comfortable performance; a 
self-confessed vulgarian, her Mrs 
Warren is brash when called 
upon, hnt never downright com- 
mon. At the real centre of the 
play, although, is Carolyn Back- 
house as her Cambridge-edu- 
cated daughter Vi vie. Backhouse 
energetically portrays Vi vie as a 
standard Shavian heroine - 
intelligent, feisty and plain- 
speaking; although she puts too 
much of her throat into Vivie’s 
bolder lines, she bolds the atten- 
tion through the young woman's 
journey of discovering and 
rejecting her family heritage in 
order to forge an identity for 
herself. 

Robert Hands, as Vivie’s 
romantic interest Frank Gard- 
ner, Is on the bland side, 
although never quite as insipid 
as his childish lover’s talk might 
suggest. The rest of the cast are 
cartoons, David Henry as the 
pompons rector, Denis Lill as the 
windily selfish baronet, and 
Charles Kay who appears to be 
showing some solidarity with 
Keith's accent by playing Praed 
as Alastair Sim. 

Apart from this sensitive han- 
dling of the two central 
exchanges between Vivie and her 
mother in Acts Two and Four, 
Strachan’s directorial vision Is 
broad and concerned more with 
the easy entertainment than the 
questions which Shaw poses. Put 
it this way: the keynote of the 
third act is not so much the reve- 
lation of Mrs Warren’s business 
arrangements, or that Vivie or 
Frank’s relationship may be 
incestuous, as the feet that these 
take place amid a great deal of 
topiary. Judging by conversa- 
tions overheard in the interval, 
to some the play was little more 
than a genealogical whodunnit. 

Ian Shuttlewortfa 


Opulent impact, with appeal to the unconscious: 'Adele BIoch-Bauer 11% 1912, one of Gustav 
Klimt's revolutionary portraits using the body as a foil for the symbolic decorative structure 


fills" in which a woman’s body thetic beauty of Secessionist art. 


painters such as Kokoschka and 
Schiele strip sitters of their deco- 
rative wrapping and stylised 
forms to convey their mental 
states. The 1910 portrait of 
Eduard Kosmack, a 30-year- old 
publisher who looks nearer 60, 
masks Schiele’s breakthrough to 
his own intense, compressed 
style - Kosmack’s hands, placed 
between his knees, cause his 
entire body to be squeezed 
inwards, as if by some central 
Invisible force, while his eyes fix 
us with a strange stare which 
brings the psychological tension 
to a climax. Schiele’s dark pic- 
ture of Trude Engel his dentist’s 
daughter, with tight body held in 
pain, clumsy hands, wild hair 
and big fearful eyes, is another 


study of a disoriented psyche; it 
was painted in lieu of fees for 
extractions and fillings. 

Most disturbing of all are two 
self-depictions, Gerstl’s 
“Laughing Self-Portrait’’ of 1908, 
painted Just before he committed 
suicide, exudes a furious con- 
tempt for the world, and 
Kokoschka’s 3917 self-portrait is a 
study in exhaustion and loneli- 
ness where, martyr-like, he 
clasps bis breast to indicate his 
wounds in the first world war 
and bis struggle to find identity 
in the new Europe after it. 

“The poets and philosophers 
before me discovered the uncon- 
scious. What 1 discovered was the 
scientific method by which the 
unconscious can be studied”, 


wrote Freud. Of course self-por- 
traits through the ages have 
given us glimpses of the inner 
life - Rembrandt’s, for example; 
what makes Vienna 1900 so reso- 
nant in our own self-absorbed fin- 
de-siicle is the examination of 
how, by seeking portraitists who 
could interpret their imaginative 
lives rather than merely flatter 
their vanity or enhance their 
social status, an entire society 
came to be fixated cm self-analy- 
sis and the symbolism of the 
unconscious. 

At tbe Van Gogh Museum. 
Amsterdam, until June 15, then 
at Von der Heydt-Muaseum, 
Wuppertal, 13 JnIy-5 October 
1997. 


On tour until July 5. Sponsored 
by Barclays Stage Partners. 


INTERNATIONAL 


■ AMSTERDAM 

CONCERT 
Concertgebouw Tel: 
37-20-5718345 

• Kortinklijk 

Concertgebouworkest with 
conductor Mariss Jansons In 
works by Honegger and Dvorak; 
May 29 

■ BARCELONA 

CONCERT 

Palau de la Musics Catalans 
Tel; 34-3-2681000 

• Philadelphia Orchestra: with 
conductor Wolfgang SawalHsch in 
works by Brahms, Schumann and 
Dvan-ric. May 29. 

■ COPENHAGEN 

OPERA V „ 

Dot KongaBge Tenter -The 
Royal Theatre Tel . 45-33 69 69 

69 : , .. 

Wagnec. Conducted by Dtetfned 
Beroet, ptaJbnMd.by the Rpyal . 

Danish Opera. Soloists include 


Bunt Norup, Stig F. Andersen and 
Michael Kristensen; May 27 

■ DUBLIN 

CONCERT 

National Concert Hall Tel: 
353-1-6711888 

• Cora Venus Lunny: 

performance by the violinist, 
accompanied by the pianist 
Deborah Kdfeher. The programme 
includes works by Beethoven, 
Ysaye arid Sarasate; May 28 

■ GLASGOW 

EXHIBITION 

Hunterian Art Gallery Tel: 
44-141-3305431 

• Altered States: The Etching 
Revival 1850-1929: exhibition 
surveying the range and 
popularity of etching in the late 
19to and early 20th centuries. The 

display is drawn from the 
Museum’s own collection and 
Includes works by Whistler, 

Degas, Sickert, Augustus John, 
Meyron and Millet; to Aug 23 


Orchestra. Soloists include 
soprano Lynne Dawson, contralto 
Catherine Wyn-Rogers, tenor Neil 
Jenkins and bass Stephen 
Roberts; May 29 

EXHIBITION 

Tate Gallery Tel: 44-171-8878000 

• 1997 Centenary Displays: 
special display marking the 100th 
anniversary of the Tate and 
featuring a number of major 
works from the Gallery’s 
collection, from Stubbs and 
Gainsborough to Matisse and 
Pollock; to Jun 30 
Whitechapel Art Gallery Tel: 
44-171-5227888 

• Cathy de Monchaux: display of 
work by the British sculpture who 
uses a wide range of materials, 
including brass, rusted steel, 
glass, paper, leather and chalk. 
The Lower Gallery of the 
Whitechapel has been 
transformed by a dramatic 
Installation, described by the artist 
as “dream architecture 4 ; from 
May 30 to Jul 27 


Expressionist painter and graphic 
artist George Grosz (1893-1959) - 
a founding member of the Berlin 
Dada group - was working in 
Berlin. The exhibition features 
some 20 oil paintings, 
approximately 100 works on 
paper, notebooks, illustrated 
books, and other objects; from 
May 27 to Sep 14 

■ MUNICH 

OPERA 

CuviDhte-Theater - Altos 
Reside m t he ater Tel: 
49-89-296836 

• Carmen: by Bizet Conducted 
by Jacques Detacdte, performed 
by the Bayerische Staafaoper. 
Soloists include Maurizlo Muraro, 
Caroline Maria Petrig and Anne 
Salvan; to Jun 2 


■ LONDON 

CONCERT 
Barbican Hall Teh 
44-171-6384141 

• English Chamber Orchestra: 
with conductor Shunlaro Sato and 
soprano Lesley Garrett inworks by 
Yoshimateu. Cantetoube and 
Beethoven; May 28 

Royal Festival Hall Tel: 
44-171-9604242 

• The Kingdom: by Ogar. 
Conducted by Sir David . 
WUlcocks, performed by toe Bach 
Choir and London Philharmonic 


■ Madrid 

CONCERT 

Fundactdn Juan March Tel: 
34-1-4354240 

• Victor Martin; performance by 

the violinist, accompanied by the 
pianist Agustfn Serrano. The 
programme includes works by 
Brahms; May 28 

EXHIBITION 

Museo Thyssen-Bornemlsza Tel: 
34-1-4203944 

• George Grosz. Los afios de 
Berlin, 1915-1932: exhibition 
focusfng on the years the German 


■ NEW YORK 

DANCE 

New York State Theater Tel: 
1-212-875-5570 

• La Stravaganza: 
choreographed by Angelin 
Preljocaj to music by Vivaldi, 
Ftcaira, Normandeau, Morand and 
Pamerud, performed by the New 
York City Ballet; May 29 

EXHIBITION 
International Center of 
Photography Tel; 

1-212-860-17 77 

• Lauren Greenfield: display of 
50 photographs examining toe 
impact of Hollywood on young 
people in Los Angeles, exposing a 
generation motivated by 
materialism, obsessed with fame 
and the life In the fast lane; 


to Jul 13 

Solomon R. Guggenheim 
Museum Tel: 1-212-423-3600 

• A Century of Sculpture: The 
Nastier Collection: masterpieces 
of 19th and 20th century 
sculpture drawn from the 
collection formed by Patsy and 
Raymond Nasher; to Jun 1 
The Metropolitan Museum of 
Art Tel: 1-212-879-5500 

• The Iris and B. Gerald Cantor 
Roof Garden: special open-air 
display of 20th century sculpture 
from the Museum’s collection, 
installed In a roof-garden which 
offers some spectacular views of 
Central Park and the New York 
City skyline; to Oct 30 

■ PARIS 

DANCE 

Theatre de la VIHe Tel: 33-1 42 
74 22 77 

• The Land of Rape and Honey: 
choreographed by Uat Dror and 
Nir Ben Gal to music by Cohen, 
performed by the Liat Dror & Nir 
Ben Gal Company; May 29, 30, 
31; Jun 1 

EXHIBITION t 

Queries Nationales du Grand 

Palais Tel: 33-1 44 13 17 17 

• Paris-BruxeJIes/BmxeJies-Paris; 
exhibition focusing on the artistic 
relation and exchange between 
Belgium and France from 1848 to 
1914. Attention is paid to both 
visual and decorative arts, 
architecture, literature and music, 
ranging in styles from Realism 
and Impressionism to Symbolism 
and Art Nouveau; to Jul 14 
MusSe d’Orsay Teh 33-1 40 49 
4814 


• Emile Verhaeren: un muses 
Imaginaire: exhibition jointly 
organised by the Mus6e d'Orsay 
and the MusSe de la Utterature 
de Bruxelles, examining the life 
and times of art critic Verhaeren. 
On display are a number of 
paintings, sculptures, drawings 
and engravings by artists 
Verhaeren championed, including 
Redon and Ensor; to Jul 14 

■ ROTTERDAM 

EXHIBITION 

Kimsthal Tel: 31-10-4400301 

• Mondriaan uit de collectfa 
Haags Gemeentemuseum: display 
of more than 150 paintings, 
watercolours and drawings 
completed by the Dutch artist 
before 1920; to Jun 6 

■ VIENNA 

CONCERT 

Konzerthaus Tel: 43-1-7121211 

• Die Winterreise: by Schubert 
Conducted by Sylvain 
Cambreling, performed by 
Kiangforum Wien. Soloists include 
tenor Christoph Prdgardien; 

May 28 

Musikverein Tel: 43-1-5058681 

• Yumiko Samejima: 
performance by the soprano, 
accompanied by the pianist 
Helmut Deutsch. The programme 
includes works by Schubert; 

May 28 

Listing selected and edited by 
ArtBase The International Arts 
Database, Amsterdam, The 
Netherlands, Copyright 1997, All 
rights reserved. Tel: 31 20 664 
6441. E-mail: artbase@pi.net 


WORLD SERVICE 
BBC for Europe can be 
received in western 
Europe on medium wave 
648 kHZ (463m) 


EUROPEAN 

CABLE 

AND SATELLITE 
BUSINESS TV 
{Central European Time) 

MONDAY TO FRIDAY 
NBC/Super Channel: 

07.00 

FT Business Morning 

10.00 

European Money Wheel 
Nonstop live coverage 
until 15.00 of European 
business and toe 
financial markets 

17.30 

Financial Times Business 
Tonight 

CNBC: 

08.30 

Squaw* Box 
10.00 

European Money Wheel 
18.00 

Financial Times Business 
Tonight 
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Philip Stephens 


Still in the game 

Tony Blair has made it dear that the UK is ready to 
strike a bargain with its fellow European Union members 


Not so long ago it was said 
the new European Union 
treaty due for signature in 
Amsterdam next month 
would be a seminal 
moment. The rewriting of 
the Maastricht accord 
would prepare Europe for 
the great leap eastwards, for 
a Union of 25 instead of 15. 
And it would add an essen- 
tial political dimension to 
the economic enterprise of 
the single currency. For 
Britain, the treaty would 
mark the fork in the road 
between engagement and 
eventual withdrawal. 

Forget it As Tony Blair 
discovered during his first 
experience of European 
summitry at the gentle 
Dutch coastal resort of 
Noordwijk, neither analysis 
now bears even cursory 
examination. His landslide 
election transformed the 
politics of Europe in Britain. 
But the mood has changed, 
too, elsewhere. Leaders who 
once spoke with grandiose 
ambition of Maastricht 2 are 
now searching for the low- 
est common denominator 
for an agreement. 

No one should be sur- 
prised that the British 
prime minister was feted at 
the Noordwijk gathering. 
Politicians have an instinc- 
tive respect for colleagues 
who have just won elec- 
tions. And a victory on the 
crushing scale of New 
Labour’s generates a corre- 
spondingly warm, and 
inquisitive, response. 

Less widely noticed was 
the subtle impact of Mr 
Blair’s fresh-faced youth - 
he is just a few weeks past 
his 44th birthday. Helmut 
Kohl and Jacques Chirac, 
representatives of a passing 
generation and of an era 
when leadership was the 
preserve of late middle age. 
came face to face with a dis- 
comforting future. 

By and large. Mr Blair 
handled hims elf well. There 
was a touch of gaucheness 
about his remark that his 
summit reception mirrored 
the one he had received 
from the British electorate. 


The soundbites - after New 
Labour. New Britain comes 
New Millennium, New 
Europe - carry the echo of 
opposition. After three 
weeks in 10 Downing Street, 
Mr Blair has not got the 
tone quite right When you 
are prime minister, under- 
statement can be as effec- 
tive as braggadocio. 

Some heard a jarring note 
too in Mr Blair's Thatch- 
erite rhetoric on labour 
market flexibility and com- 
petitiveness. But, if the 
Anglo-Saxon model will 
always Call hard on conti- 
nental ears, he is right to 
judge the tide has turned 
against the Dolors' vision of 
a social Europe. 

And the substance in Mr 
Blair’s message was that, 
save for a n on-negotiable 
bottom line on border con- 
trols, immigration and 
defence issues, Britain is 
ready to strike a bargain in 
Amsterdam. 

Though it seems hard to 
credit at' this short distance 
from the election, if John 
Major had been returned to 
office even this minimalist 
package would have trig- 
gered a crisis. In their intro- 
spective obsession with 
national sovereignty, the 
Conservatives had elevated 
the draft treaty into a fron- 
tal assault on the nation 
state. 

Mr Blair's parliamentary 
majority renders such para- 

Kohl and Chirac 
have decided that 
prolonged 
wrangling over a 
new treaty must 
not get in the way 
of the grand 
design for a 
single currency 
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noia powerless. No doubt 
the Conservative rump at 
Westminster will oppose 
any document he signs, 
which in itself will be an 
' important moment for the 
party which took Britain 
into Europe. But for now 
the nation has tired of the 
Eurosceptics. There is 
potent symbolism in the 
fact that at the moment the 
prime minis ter is negotia- 
ting In Amsterdam, the 
Tories will be electing a 
new leader. 

The other fortuitous coin- 
cidence lies in the decision 
of Messrs Kohl and Chirac 

to lower their sights. Pro- 
longed wrangling over a 
new treaty, they have 
decided, must not get in the 
way of the grand desig n for 
a single currency. As one 
foreign minister told me, it 
is time for the caravan to 
move on. Soon. 

Mr Kohl once harboured 
great hopes for Maastricht 
2. Now his preoccupation is 
with ensuring that eco- 
nomic and monetary union 
begins on schedule in Janu- 
ary 1999. Mr Chirac, fingers 
crossed he will preserve a 
small majority in the 
French elections, shares the 
anxiety about ex pending too 
much political capital in 
public wrangling over 
Europe's institutions. 

In this, the small state of 
Denmark Is playing a vital 
restraining role. The gov- 
ernment of FOul Nyrup Ras- 
mussen has warned that 
anything bearing the label 
of political union will 
require a referendum. Mem- 
ories of 1992 - when the 
Danes' initial rejection of 
Maastricht unnerved the 
currency markets and pro- 
voked a crisis in the 
exchange rate mechanism — 
are fresh in European 
minds. There is no appetite 
for a repeat performance 
ahead of Emu. 

So the Amsterdam sum- 
mit will settle for a modest 
package. There will be 
enough institutional reform 
for a first phase of enlarge- 
ment to admit the Czech 


Republic, Poland and Hun- 
gary. The treaty will give a 
European dimension to the 
basic rights of the citizen. 
Tighter foreign policy and 
defence co-operation will 
provide for a distinctive EU 
role In peacekeeping and 
humanitarian operations. 
And an opt-out for Britain, 
Ireland and Denmark will 
allow others to begin dis- 
mantling national border 
and immigration controls. 

More important will be a 
deal on a so-called flexibility 
clause allowing future inte- 
gration to proceed at a vari- 
able pace. In years ahead, 
this will challenge Mr 
Blair’s real intentions as to 
Britain's role. But it is 
within the wit of the For- 
eign Office to finesse the 
immediate awkwardness. 

Lady Thatcher, who we 
learn has been one of the 
early visitors to Mr Blair's 
Downing Street, will not 
take quite such a sanguine 
view. She lives still in the 
days when she danced with 
Ronald Reagan on the world 
stage. But she never under- 
stood the mutual depen- 
dency in Britain's relations 
with Europe and the US. 

I suspect (or at least hope} 
Mr Blair’s invitation had 
more to do with his determi- 
nation to break with the old 
tribalism of British politics 
than to the wisdom of the 
Lady's judgments on foreign 
affairs. As President Bill 
Clinton will remind his host 
when he visits Downing 
Street later this week, 
Britain counts in Washing- 
ton largely to the extent it 
has clout in Europe. 

Herein lies the signifi- 
cance of Mr Blair’s first 
foray across the Channel 
He has kept Britain in the 
game. He should not be mis- 
led by the plaudits in 
Noordwijk. Emu is now 
about as close as it can get 
to a certainty. It will trans- 
form the politics as well as 
the economics of Europe. 
Standing aside, Mr Blair 
will not find it quite as easy 
to learn the rules of an alto- 
gether tougher game. 


“Cancel tlie warm milk, 
•nt tkink i ll need it ! 7 




The advantages of a Four Seasons Hotel are obvious even in the dark. There’s the sensation of slipping 
between fine cotton sheets, thoughtfully French-folded for dreamlike comfort. The luxury of curling up under 
our goose-down duvets. The hack-soothing firmness of our mattresses, every one custom- 
made to Four Seasons specifications. Awakening hours later; you may feel as if you haven’t 
slept so soundly in years. So we apologize, in advance, for the promptness of our 
wake-up call. The demands of business demand nothing less. Telephone your Four Seasons 
travel counsellor or in the U.K., 0S00 -526-648. Web site: www.fourseasons.com 
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Cost and competence are 
key factors in changing 
City regulatory structure 


O KM7 F» tihm 1UJ. luJ 


From Mr Linton Jones. 

Sir, Peter Martin fears that 
the new super-SIB is in dan- 
ger of turning into Dr Fran- 
kenstein's monster ("Birth 
of Brown’s brainchild". May 
23}. Let us hope that one 
such creature roaming the 

streets of the City wOl be 
easier to manage and 
cheaper to feed than the sev- 
eral that exist today. 

One of the principal 
ad vantag es that should stem 
from the proposed change, 
and which featured nowhere 
in Peter Martin's article (but 
which was highlighted in the 
chancellor’s statement) is 
the p otential saving in the 
cost of regulation. Before the 
election Labour MPs who 
were then shadowing City 
affairs were talking about 
rhangEs on the lines now 
being proposed resulting in 
cost reductions in the region 
of 15 to 20 per cent in the 
overall cost of regulation. 

It is of the utmost impor- 
tant tha t this objective is not 
lost sight of in the forthcom- 
ing reorganisation. A main 
concern of investment 
exchanges and their mem- 
bers is the seemingly inexo- 
rable rise in regulatory 
costs. Member firms of 
investment exchanges face a 
double whammy - in addi- 
tion to having to bear the 
cost of membership of the 
Securities and Futures 
Authority they have to pick 
up the cost their investment 
exchange has to pay to SIB 
for being regulated by it. 

Combining the self-regula- 
tory organisations with SIB 
should not, as the governor 
once said, simply result in 
chang in g the brass plates on 
the doors, but should be 
used as a very serious oppor- 
tunity to reduce signifi- 
cantly the cost to the indus- 
try of regulation. 

Lynton Jones, 
chief executive, 

The International Petroleum 
Exchange of London, 
International House, 

1 St Katharine’s Way, 
London El 9UN, UK 

From Mr, David W. Clark. 

Sir. Your leader on the 
“super-Securities and Invest- 
ment Board" (“AH change 
for the super-SIB", May 21) 
congratulates the UK chan- 
cellor on his regulatory 
reform initiative. While few 
would disagree with your 
comments on the present 
bureaucracy and infrastruc- 
ture in respect of the retail 
sector and the need for mod- 
ernisation, many in the 
wholesale and inter n a tiona l 
hanking world are concerned 
that the baby may be thrown 
out with the bath water. 

The dear distinction you 
refer to between the retail 
and wholesale sectors goes 
much deeper t h a n the squab- 
bles between SIB and the 
SROs and the overlapping of 
financial products. Since the 
publication of the Barings 
report and the consultancy 
work done by Arthur Ander- 
sen, the Bank has initiated 
its own reform of supervi- 
sory techniques and objec- 
tives that relate specifically 
to the professional banking 
sector. These focus on com- 
plex risk and market-related 
issues that emerge from the 
high-profile accidents of 
recent times, especially In 
derivative products and their 
pricing and reporting. 

This has tittle to do with 
the retail sector, with which 
the government is rightly 
concerned, but everything to 
do with strengthening the 
banking sector’s ability to 
handle new and sophisti- 
cated instruments naed 



mainly by professionals. 
These efforts play a signifi- 
cant role in enhancing the 
City’s reputation in an inter- 
national field it must fight 
its comer for, and it Is not 
obvious that the awns cur- 
rsntly being built up in the 
Bank can be replicated out- 
side a hanking environment. 

Banlting supervision, espe- 
cially in the City which 
plays host to so many for- 
eign banks, serves an 
entirely different community 

to those ooTltng pwistnim and 

other domestic financial ser- 
vices, and impacts mi fixe 
way intern ational flnawHai 
m ark e ts work. As legislation 
is prepared for building a 
modem regulatory environ- 
ment for UK financ ial ser- 
vices under the auspices of 
SIB, perhaps the chancellor 
xnight pander again an 
whether he would serve that 
sector better by treating it as 
a specific industry and in 
doing so separately promote 
the prudential strength and 
international competence of 
the banking sector by leav- 
ing banking supervision 
where it needs to be - close 
to the banks, and in the 
Bank of England. 

David W. Clark, 

general manager. 
Bank Gesellschaft Berlin, 

1 Crown Court, 

Cheapside, 

London EC2V 6JP, UK 

From Mr John Arrowsmith. 

Sir, The Bank of England 
is being made to pay a high 
price for its acquisition of 
operational responsibility for 
interest rates. Separation of 
responsibility for monetary 
policy from other key func- 
tions SUCh as flnancm 
supervision and government 
funding and debt manage- 
ment may be justified on 
two grounds: avoiding a con- 
flict of policy interests and 
preventing concentratiQn of 
too much power in one non- 
el ected body. But this pre- 
supposes the central bank 
has sole responsibility for 
monetary policy. If that were 
what the Bank was being 
offered, there should be 
proper debate about the con- 
stitutional implications and 
the framework for democrat- 
ing accountability. What the 
chancellor is ceding to the 
Bank, however, may have 
more form than substance. 

The chancellor alone will 
set and change thp Bank's 
inflation objective and the 
four outside members of the 
monetary policy committee 
will be appointed entirely at 
his discretion. With the 
appointment of two deputy 
governors this year and the 


expir y of the present terms 
of fixe governor and the exec- 
utive director responsible for 
monetary policy operations 
next year, he will be able 
within the next 12 months to 
secure the appointment of 
atght of the nina committee 
members. Six of the nine can 
then be replaced on a rolling 
basis every three years. This 
Is a far cry from indepen- 
dence within the meaning of 
the Maastricht treaty: fur- 
ther institutional upheaval 
would be required if the gov- 
ernment were to decide at 
some point to take part in 
monetary iminn. 

It may yet be that the 
chancellor will stick reso- 
lutely to a firm inflation tar- 
get and that he will pack the 
monetary policy committee 
with people noted for their 
independence. If xwt, the 
governor may have acquired, 
instead of what he has often 
call the poisoned chalice, a 
mess of pottage. 

John Arrowsmith, ... 
senior research fellow, 
National Institute of 
Economic 

and Social Research, 

2 Dean Trench Street, 

Smith Square, 

London SWIP 8HE, UK 

From Mr Wynne Godley and 
Mr John Wells. 

Sir, If the British economy 
is to sustain growth in the 
medium term, personal con- 
sumption must now be held 
in check so that interest 
rates and the exchange rate 
can come down. In the 
absence of new controls over 
credit, tans in the Budget 
should probably rise by 
£10bn ($i6bn) or more. 

But even if the chancellor 
were to raise taxes on this 
scale, suppose the Bank still 
felt threatened by inflation 
and put up interest rates, 
causing sterling to rise far- 
ther. Who would be responsi- 
ble far the ensuing reces- 
sion? How and by whom 
would it be brought to an 
end? 

It is not true that central 
bank independence has 
always been a success in the 
countries where it has been 
tried. For instance, US 
and monetary policy: pulled 
in opposite directions during 
the Reagan/Volcker years, 
seriously unhalamring the 
economy with consequences 
that stm persist. 

Wynne Godley, 

John Wells, 

Jerome Levy Institute and 
Faculty of Economics, 
Cambridge University, 
SidgwiCk Avenue, 

Cambridge CBS 9DD, UK 


Pressure for a fundamental change 


From Mr Makoto Nambam. 

Sir, Michiyo Nakamoto's 
article, "Death of the salary- 
man" (May 17/18), was stim- 
ulating. While agreeing with 
her comments in principle, I 
would like to express my 
views on the current trends. 
Based on my previous job 
experience in Japan, her 
analysis is varied for salary- 
men between SO and 40 years 
of age. 

However, today Japanese 
companies are applying two 
different styles of manage- 
ment principles: one is clas- 
sical Japanese and the other 
is innovative, Toyota and 
Nomura belong to the for- 
mer while Sony and Nin- 
tendo are examples of the 
latter. As we have seen, both 
m a n a gem ent styles boast 
strong productivity and yield 


profits. However, their man- 
agement styles are com- 
pletely different and I am 
very interested in predicting 
which group will survive the 
2lst century’s global econ- 
omy. 

In Japan we are seeing 
increasing numbers of flexi- 
ble, more mdMdualty- 
oriented and intemationally- 
miflded companies. It is my 
view that these companies 
are adopting the appropriate 
styles of both American and 
Japanese management 
systems. The synthesis of 
these two styles wiE be para- 
mount to survive in the 2lst 
century market 

Nakamoto's report mainly 
applies to the traditional 
Japanese conservative-styled 
companies. The question 
arises: how they main- 


tain strong economic 
strength without offering 
security of lifetime employ- 
ment and other benefits? 

It seems that the wtBPk anri 
humble middle-aged salary- 
man wOl soon realise that 
his company is no longer 
reliable. 

With this realisation, his 
loyalty and contribution to 
the company will undoubt- 
edly decline. Therefore, man- 
agement styles as well as the 
salaryman's approach to his 
job must fundamentally 
change. 

Makoto Nambara, 

PhD candidate, 

SOAS, 

The Univereity of London, 
Dinwiddy House Rook SftAl, 
189-205 PentonviHe Road, 
London NX 9NF, uk 
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Benefits of 
Boeing deal 

From Mr Harvey 3£ 
Sapolsky. 

Sir, Tftppmg’s acquisition of 
MGDonneH Douglas should 
be praised rather than chal- 
lenged as the EU has done 
(“EU could outlaw Boeing 
merger?Mayl9). 

There are domestic as well 
as inte rnational benefits in 
the de al. Boeing in effect 
removes one aircraft manu- 
facturer from -the vastly 

oversized US military air- 
craft industry with the 
potential of reducing pro- 
ducer demands for work. 
Commercially, the Boeing- 
McDonnell combination will 
likely force increased ration- 
alisation of the Airbus Con- 
sortium, strengthening its 
competitive position. 

No one should believe that 
Boeing's commercial 
strength comes from US gov- 
ernment subsidies. Its mili- . 
tary space orders are 
United or focused on special 
technologies. Fallen com- . 
mercial rivals like McDon- 
nell Douglas and Lockheed 
have wwinh larger involve- 
ment in the military trans- 
port business. Airbus part- 
ners are much more linked 
to government subsidies 
than is Boeing. 

Harvey M. Sapolsk y, 
Mass achusetts Institute of 

Technology, 

Cambridge. 

Massachusetts 02139, US 


Rules felt to 
be rigged 

From Ms Lucy Sfuels. 

Sir, I read with interest 
that a single regulatory body 
will help the UK government 
“to stop the EU from rigging 
the rules in order to reduce 
London's market share in 
European finance after 
Emu" (Letters. May 22). 

The recent dismissal of the 
German government’s action 
against the directive on 
deposit guarantee schemes 
by the European Court of 
Justice has no doubt caused 
the German government to 
feel that the EU is also rig- 
ging the rules to reduce Ger- 
many's market share in 
European finance after Emu. 
Is this not a case of the grass 
always being greener on the 
other side? 

Lucy Shiels, 
Schumannstrasse 49, 

60325 Frankfort, Germany 


Optimistic 

prospects 

From Mr Owen Cylke. 

Sir, Jeffrey Garten paints a 
discouraging picture of the ' 
prospects for the emerging 
world in his Personal View 
(May 21). There is a more 
promising prospect Over the 
next 20 years, the moderni- 
sing economies of east Asia, 
Latin America and eastern 
Europe will install up to 80 
per cent of the industrial 
capacity they win have in 
the year 2010. T hink of it: 
existing industrial plant win 
represent only 20 per cent of 
total industrial output in the 
emerging markets and, by 
the year 2020, less than 10 
per cent What a prospect to 
build on. 

Mr Garten's global compa- 
nies are already largely 
transformed in terms of eco- . 
nomi c, social and ecological 
values. International stan- 
dards and norms, built on 
these important values, are * 
beginning to override claims 
of national or regional, even 
corporate, singularity. . . 
Indeed, the forces of globali- 
sation, liberalisation and - - 
integration are transmitting 
these standards.- norma and 
values to the farthest cor- ' 
iters and smallest enter- 
prises of the world. 

Even the most pow e rful "• 
companies and states find - 
the marketplace and interna-' 
tional public opinion compel- 
ling them more often, than 
not to follow a particular 1 
course - fnCTPaftilrigly ' 
reflecting these new stan- 
dards and norms. The almost 
giddy reaction to ISO 14000 
in emerging markets is one .- 
promising example from this' 
fundam e ntal redistr ibu tion ' 
of power amo n g state s; friar . ■ 
kets and civil society.. "■ 

Perhaps we need to be ' 
wary of blind optimism, but 
there Is no reason for pessi- 
mism. '• ■■ t 

Owen Cylke. • 
senior adviser to the US- 
As ia Envilti nimtfntflt Part- 
nership, 

Winrock Inter nation al, 
Washington, D.G, US \ 
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Congo: mapping out a new future? 
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Let the 
buyer beware 


Electronic trading is trans- 
forming the securities markets 
- and the way that they are 
regulated. In a paper published 
over the weekend, the Securities 
and Exchange Commission says 
it is contemplating the biggest 
change In the way it regulates 
US stock exchanges since it was 
set up in 1934. To meet the chal- 
lenge, it has come up with one 
good idea, and a fig leaf. 

Its starting point is the 
growth of electronic trading 
systems, such as Ins tin et, as an 
alternative to traditional 
exchanges. There are already 
more than 20 such systems com- 
peting for orders with estab- 
lished US markets, and their 
combined trading volume is 
over one and a half times that 
of the American Stock 
Exchange and all the regional 
exchanges combined. 

The SEC recognises, rightly, 
the benefits which investors 
have already received from the 
development of innovative elec- 
tronic systems. And it wants 
them to be allowed to compete 
fairly with the established 
exchanges. 

At present, these alternative 
markets can take part in the 
national market system only 
under terms set by the regis- 
tered exchanges with which 
they compete. The best way 
round this would be to set up a 
tiered framework of regulation. 

Smaller markets would be 
subjected only to limited disclo- 
sure requirements. The second 
tier would take in the largest 


alternative trading systems 
which would probably have to 
take on some regulatory respon- 
sibilities. The top level would 
cover the big exchanges already 
registered with the SEC. 

But while that would repre- 
sent a big step In the domestic 
market, the growth in electronic 
cross-border trading is another 
Issue. The problem is that the 
internet is killing those rule- 
books which have depended an 
information flows being con- 
tained within national borders, 
and channelled through a gmap 
number of intermediaries. When 
it is as easy to dial up Ba ng k ok 
as Brooklyn, old-fashioned regu- 
lators have a problem. 

The SEC'S favoured idea for 
dealing with electronic cross- 
border trading is less impres- 
sive. This would set up a regula- 
tory framework to cover the US 
activities of those entities that 
provide US investors with direct 
access to a foreign market But 
in an era of electronic com- 
merce, attempts to funnel busi- 
ness though officially approved 
intermediaries seem doomed to 
failure. 

The SEC has always resisted 
the notion that investors should 
be allowed to make up their 
own minds about whether they 
are going to be taken for a ride. 
Of course, there is much work 
to be done in international co- 
operation to deal with crooks. 
But coming to terms with the 
principle of caveat emptor may 
be the biggest change which the 
SEC now has to contemplate. 


A wise warning 


For six years the European 
Bank for Reconstruction and 
Development has struggled, 
with some success, to attract 
foreign capital and investment 
to the former co mmunis t econo- 
mies. Last week, however. Mr 
Jacques de Larosiere, the bank’s 
president, sounded a note of 
warning. He cautioned would-be 
lenders and investors to look 
more carefully at the risks 
involved in investing in this 
complex region. 

Tbe warning should be taken 
seriously, especially coming 
from a man who, as former 
managing director of the IMF, 
dealt with the Latin American 
debt crisis of the 1970s. He sees 
parallels in the emerging mar- 
kets of eastern Europe today. 

There are certainly signs that 
in their search for higher- 
yielding assets, some lenders 
are not demanding sufficiently 
stringent conditions from often 
inexperienced borrowers. Rising 
corporate lending has been 
accompanied by a rash of sover- 
eign. municipal and corporate 
bond issues at ever tighter rates 
in recent months. 

The EBRD's concern could be 
construed as sour grapes. Senior 
bank officials have become 
increasingly frustrated as care- 
fully constructed deals, some- 
times on the point of signature, 
have been snatched by commer- 
cial banks offering cheaper 
terms and easier conditions. 
Critics claim this is because the 


bank is too slow in reaching 
decisions, and too expensive. 

11118 might sometimes be the 
case. But recent events have 
given ample warning that 
investment in this region car- 
ries significant risks. Albania 
may be an extreme case, but 
Bulgaria only just avoided a 
systemic collapse of the banking 
system recently. The Czech 
Republic, which two years ago 
was widely seen as a reform 
success story, is currently fee 
ing a run on the currency. As 
for countries in the former 
Soviet Union, their economic 
reform remains patchy and cor- 
porate governance inadequate. 

Foreign investors have so far 
been able to cherry-pick the 
best companies or lend to coun 
tries, such as Hungary, which 
have been able to offer the 
greatest legal *nd institutional 
comfort But high liquidity in 
international markets means 
that lenders are going for more 
obscure regions and companies 
in the search for higher yields. 

There is a yawning gap 
between the best and the aver- 
age in the former commu n ist 
world. The EBRD is the biggest 
and most experienced investor 
in the region. It is obliged by 
the terms of its charter to 
observe sound banking princi- 
ples and to apply due diligence. 
It is right to point out that the 
risks rise strongly off the beaten 
track. Private investors would 
do well to heed its advice. 


Regional pitfalls 


le UK’s new Labour 
vemment has lost no time in 
shing forward its proposals 
• regional development agen- 
s. The idea is broadly sup- 
ited by many business people 
the regions and by local 
thorities. But careful thought 
now needed on how the agen- 
s will operate during the con- 
tation period before legisla- 
te this autumn. 

[’he Conservative govern- 
or's centralising tendencies 
1 fierce resistance to regional 
.eminent produced a para- 
c: a flowering of local entre- 
■neurial activity aimed at 
ai and regional economic 
elopmenL 

lew partnerships between 
iiness. industry, local author- 
s and the voluntary sector 
:e grown up - notably’ in the 
ih-east and north-west The 
triers hips were bom of firus- 
:ion with London’s lack of 
al knowledge. Businessmen 
■e also alarmed by the lack of 
ional voices in Brussels, 
bese informal groupings 
•c fostered by the one decen- 
icing gesture which the Con- 
,-alives did make - the cre- 

>n of government offices for 
regions in the regions. They 
■e further strengthened by 
bidding system for govem- 
it and EU subsidies for 
an regeneration, 
he new agencies must be 
igned to preserve the best 
of these alliances. They will 


also need to provide a sharper 
focus to the plethora of bodies 
which now have a stake in eco- 
nomic regeneration: chambers 
of commerce. Training and 
Enterprise Councils, Business 
Links, local authorities, English 
Partnerships and the govern- 
ment offices for the regions. 

They must avoid becoming 
another bureaucratic tier, 
which would prevent local 
enterprises from thinking for 
themselves. In promoting 
inward Investment, the agencies 
must not encourage an increase 
in job subsidy bidding wars 
between regions for foreign 
direct investment. The battle 
between Wales and Scotland 
over the LG plant provides a 
lesson of what to avoid. 

A further complication will be 
the relationship between the 
agencies and the regional cham- 
bers of councillors which the 
government is establishing as a 
possible precursor for full 
regional government. This idea 
is much favoured in the 
north-east and extreme 
south-west, but arouses little 
enthusiasm elsewhere. With the 
government offices for the 
regions set to remain, the new 
agencies on the scene, and non- 
statutory chambers of council- 
lors becoming more active, the 
stage could be set for a tussle 
more about political control 
than economic development. 
Careful scripting will be 
required to avoid these dangers. 
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Ripples of a revolution 

The rebel victory in the former Zaire has implications for the 
whole of Africa, write Michael Holman and Michela Wrong 


I t may go down as the start 
of Africa’s second libera- 
tion. The rebel takeover 
that transformed Zaire 
into the Democratic 
Republic of Congo and dis- 
patched President Mobutu Sese 
Seko into exfle is reverberating 
across the continent and beyond. 

The prospect that a country 
nearly the size of western Europe 
now has the chance to recover Its 
position as one of the world's 
leading producers of cobalt, cop- 
per. diamonds and coffee is dra- 
matic enough. 

But the victory of Mr Laurent 
Kabila, Congo's new president, 
represents much more. He is the 
beneficiary of a new nationalism 
at work oa the continent. A 
determined handfal of leaden is 
challenging the orthodoxies that 
moulded post-colonial Africa, 
inspiring opposition parties 
through the region, from the 
anciens rigrmes of francophone 
Africa to the autocratic govern- 
ments of Kenya and Zimbabwe. 

The Implications of the col- 
lapse of Zaire’s regime - possibly 
the most important event in 
Africa's post-colonial history 
after the dismantling of apart- 
heid in South Africa - go still 
further. It also marks the start of 
a new, more assertive, relation- 
ship with the western govern- 
ments and aid agencies. 

"They will have to come to 
terms with a more confident gen- 
eration of African leaders deter- 
mined to apply African solutions 
to African problems," says Ms 
Rakiya Omaar of Africa Rights, 
the independent London-based 
body that monitors political 
developments on the continent 
At the core of these “new Afri- 
cans" are the men who helped 
bring Mr Kabila to power: Presi- 
dent Yoweri Museveni of Uganda, 
who led a guerrilla campaig n to 
overthrow Milton Obote in 1986. 
and General Paul Kagame, Rwan- 
da’s military chief, who joined 
him in providing covert military 
assistance to Mr Kabila’s rebel 
forces. 

Moral support came from Presi- 
dent Issayas Afeworki, who led 
Eritrea to independence after a 
30-year war with neighbouring 


Ethiopia; and Mr Meles Zenawi of 
Ethiopia, whose forces helped 
topple Meogistu Haile Mariam. 

Self-assured and well educated, 
indebted neither to Washington 
nor Moscow, they are unencum- 
bered by the inferiority com- 
plexes that burdened a genera- 
tion of post-colonial politicians. 
The leftist ideology of their youth 
has been replaced by economic 
pragmatism, courting foreign 
Investors and privatising state- 
owned companies. They chal- 
lenge what they see as the impo- 
sition of western models of 
democracy in return for aid - 
though they accept the need for 
representative government. They 
are scathing in their assessment 
of the Organisation of African 
Unity, arguing that it has been 
ineffectual in its efforts to resolve 
conflicts and promote develop- 
ment And they expect greater 
accountability from foreign non- 
government organisations, which 
they charge with exercising 
power without responsibility. 

Together with President Jose 
Eduardo dos Santos of Angola, 
who gave military and logistical 
support to the rebels, it was these 
men whose influence was deci- 
sive as western governments 
attempted to shape the outcome 
of the final phase of Mr Kabila’s 
advance on Kinshasa. 

Time and again, the US and 
France were rebuffed, while 
South Africa - trying to bridge 
the gap between Mr Kabila's 
backers and the west - was 
equally unsuccessful in trying to 
divert the rebel leader from his 
objective: the unconditional sur- 
render of Mr Mobutu. The days 
when western powers, particu- 
larly France, were able to control 
events may be gone forever. 

Meanwhile, UN and foreign aid 
agencies were being given 
equally short shrift as they com- 
plained about lack of access to 
scores of thousands of Rwandan 
refugees In eastern Zaire, whose 
ranks include the armed Hutu 
militia responsible for the 
Rwanda genocide of 1994. 

Aid had to take second place to 
security, said the rebels, bluntly 
rejecting pleas far better access 
to the refugee camps. It was a 


profound shock for the influen- 
tial agencies, accustomed to 
being deferred to. "For the first 
time in their history, the ’human- 
itarian imperialism’ of the UN 
agencies and the NGOs has been 
stopped in its tracks," says Ms 
Omaar. 

"The west no longer has a clear 
strategy on Africa." argues one of 
President Museveni's advisers. 
The combination of the end of 
the cold war and the continent's 
economic marginalisation has led 
to the disengagement of Wash- 
ington. London and Paris. The 
Implications are profound, he 
says, particularly for franco- 
phone Africa. 

The regional meeting in Libre- 
ville, Gabon, that was staged in 
the closing days of Mobutu's 
regime - nicknamed the "dino- 
saurs* summit” - was a who's 
who of sclerotic regimes with rea- 
son to fear the likes of Mr Kabila. 
Gabon. Cameroon. Togo and the 
Central African Republic all have 
autocratic leaders heavily depen- 
dent on French support - politi- 
cal, military or financial - to rein 
in their restive populations and 
stay in the saddle. 

F or them. France's fail- 
ure to save Mr Mob- 
utu, coming so soon 
after the loss of French 
influence in Rwanda, 
sounds like the tolling of the belL 
For some, such as Congo (Brazza- 
ville; or the Central African 
Republic, that abandonment by 
Paris comes when they are also 
facing security problems trig- 
gered by the Zairean crisis. 

The former French Congo, now 
ruled from Brazzaville, is a tiny 
nation of 3m people whose gov- 
ernment's hold on power is frag- 
ile, now risks being destabilised 
by the influx of Mobutu support- 
ers. Zairean presidential guards 
and former Rwandan soldiers 
who crossed the river as 
Kinshasa fell. 

Central Africa is also being 
flooded by members of the equa- 
torial tribes once loyal to Mr 
Mobutu, fleeing the advancing 
rebels. Just as Rwanda's civil 
war finally dragged Zaire in its 
wake, Zaire’s uprising could 


eventually spill over into its 
northern neighbours. 

The rumblings could be felt 
even farther afield. The military 
regime In Sudan, waging war 
against southern-based rebels, 
could be next in line. Uganda, 
Eritrea and Ethiopia are already 
backing Mr John Garang's Sudan 
People's Liberation Army. 

Kenya, for so long Britain’s 
most-favoured ex-colony in 
Africa, is another whose govern- 
ment must be looking anxiously 
over its shoulder. While Presi- 
dent Daniel arap Mai is no Mr 
Mobutu, danger signals Include 
wide-ranging official corruption 
and high unemployment 
The speed with which Nairobi, 
which had resolutely snubbed Mr 
Kabila, rushed to recognise the 
new regime in Kinshasa indicates 
the level of nervousness there. 

In Zimbabwe, there is growing 
discontent over increasing cor- 
ruption and also the 
heavy-handed methods of Presi- 
dent Robert Mugabe, now in his 
70s, but showing no signs of will- 
ingness to hand over to a 
younger generation of politicians. 

These countries will be feeling 
particularly vulnerable as they 
register the advantages Mr Kabi- 
la’s African allies have accrued 
as a result of the rebel takeover. 

Uganda. Rwanda and Burundi 
are all beneficiaries of the over- 
throw they helped initiate, hav- 
ing dispersed the rebel groups 
that preyed on their borders. In 
Rwanda, though, that gain is off- 
set by the security problems it 
bas brought within its frontiers, 
along with hundreds of thou- 
sands of returning refugees. 

In Angola. President Dos San- 
tos is already taking advantage 
of the new dispensation. In the 
last few days be has ordered gov- 
ernment troops into areas held 
by his old rival, Mr Jonas Sav- 
imbl, the Unita leader. Unita has 
now lost its rear bases in Zaire, 
which Mr Mobutu has been pro- 
viding ever since the Angolan 
civil war began in the mid-1970s. 

Stability in Angola should pave 
the way for the rehabilitation of 
the Benguela railway, which 
links the Angolan port of Lobito 
with copper mines in southern 


Zaire and northern Zambia. 

But this is only a small part of 
the movement for regional 
co-operation, embracing central 
and southern Africa, that a weD- 
run Congo could trigger. One of 
the first steps the new govern- 
ment is expected to take is to 
apply for membership of the 
Southern African Development 
Community, the 12-country group 
established in 1980. as well as 
play a greater role in efforts to 
increase economic co-operation 
in east Africa. 

Eskom, South Africa's national 
electricity utility, has already 
drawn up a blueprint which links 
all the countries of the region 
into a network of powerlines 
reaching as far north as the Inga 
dam on the Congo river. The plan 
is to harness the huge hydroelec- 
tric potential of the region’s riv- 
ers, including the Zambezi, to 
produce some of the cheapest 
power in the world. 

But the critical factor will be 
the performance of Mr Kabila, 
already under criticism at home 
and abroad for his domineering 
style and treatment of the Rwan- 
dan refugees. If he models him- 
self on Mr Museveni, however, 
building a broad-based political 
coalition and implementing the 
reforms that helped Uganda 
rebuild an economy devastated 
by war and mismanagement, the 
great mineral and agricultural 
potential of the country could be 
realised- Like Mr Museveni, he is 
likely to drop the Marxist values 
that shaped him in the 1960s and 
come to terms with the market 
forces that drive today's global- 
ised economy. 

This would in turn bring closer 
Mr Museveni’s objective; regional 
economic integration, which be 
bas said “could eventually lead 
to political union of east and cen- 
tral Africa". 

But should Mr Kabila fail, the 
consequences would be profound. 
The continued collapse of Congo 
would deal a devastating blow to 
hopes for the region. Above all it 
would demonstrate that, in the 
search for an African solution to 
Africa's ills, Mr Museveni and his 
allies have bitten off more than 
they can chew. 
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^Trouble 

brewing 

.■ Meyer Kahn, just appointed 
’ thefirst civilian boss of South - ' 
'Africa’s beleaguered police 
. servloe.-ls used to getting his ' 

• own way. Known to coHeagues 
as “the boptjie from Brits" - the 

-boy from Brits, the remote 
north-western town where his 
-.parents settled after e m igr atin g 
-from Lithuania'-: he loves a good 
scrap; 

‘ Be is also fanatical about the 
job in hand, "Everyone should 
. r drink beer," lie says, in his role 
as cbasrmah bf South African 
. Breweries, the world's fourth 
s fargifest. "I even, resent the milk 
on my children’s cornflakes." 

• His determination wflj be 

. 'festeef fo his new job, and not 
just because 'be is the first 
' Jewish head’af a force In which. 
anti-Semitism haa always been 
strong. TbaS7‘year-o]d 

-grill pit Tiiaalrillg 

■against tbecrirainal syndicates 
v whdse grip on the ne w South . 

• . Africa rtyalx Colombia and’ 
Rusaa: fitfesi among the force’s 
; dite VIP protection ; 

aha, crime isrampantNearty 
200 face eriftrrnal charges, 
indndiag murder, rape, 
kidnappd^ and armed robbery, 

0 ana^3& have criminal records. 

■Kahn’s deejsion stunned bis 
pews in 1% Sooth African 
corporate ’world, though they 


have long grumbled that the 
police should be run in a more 
business-like manner. He will 
remain on the board of SAB. and 
friends say he is likely to donate 
his police salary to charity, 
tfolike South Africa’s abysmally 
• paid cops, Kahn will not feel the 
loss of the cash dispenser which 
was until recently a handy 
facility on the fourth floor of the 
grim police headquarters in 
Pretoria. It- was stolen, from 
r^fct under their noses. 


Bank in credit 

■ Foreign investors return to 
Poland's 127-year-old Bank 
Handle wy today for the first 
time since the second world war, 
taking up to 43 per cent of the 
stock as the honk's privatisation 
gets under way. Handlowy is no 

stranger to close relations with ' 
foreign banks - before the war 
Bangs Comm erci ale Italians and 
the defunct British Overseas 
Bank- were both shareholders. 
After-lfti5 it specialised. In 
foreign trade transactions and in 
the 1970s acted as the agent for 
the government as Poland ran 
up ite $20bn debt . 

But there is one foreign bank 
which claims an affectionate 
place inHandlowy’s corporate 
memory, if banks have such . 
things. It happened during the 
terrible occupation of Warsaw 
by the Nazis, who decreed in 
1942 that the Polish banking 


industry would be disbanded; 
the juicy bits would be merged 
into German banks, other banks 
would close; 

Accordingly a representative 
of Deutsche Bank, chosen by the 
German government to take 
over Handlowy, arrived in 
Warsaw - and informed the. 
astounded management that 
Deutsche did not agree with its 
government's position. To keep 
the authorities happy, Deutsche 
would Install an “observer" and 
this presented "no threat to the 
Handlowy”. 

The Handlowy’s official 
history records that the observer 
did indeed do nothing. The bank 
survived, only to be nationalised 
under the Soviet-imposed 
postwar regime. 


Film fan 

■ Rod Tidwell, the garrulous 
American footballer played by 
Cuba Gooding Jr in the film 
Jerry Maguire, didn't know how 
wrong he was when he employed 
same choice Anglo-Saxon 
terminology about sportswear 
maker Reebok, and added: "AH 
they do is ignore me " 

Reebok was paying enough 
attention to bring a J12Qm 
lawsuit against Tri-Star Pictures, 
the film’s makers, for breach of 
contract Reebok says Tidwell 
was supposed Co land a Reebok 
endorsement contract at the end 
of the film. The scene was 


apparently shot, but ended up on 
the cutting room floor. 

By the time Reebok found out. 
it had already launched a 
promotion tied to the footballer 
- a wide receiver, since you ask. 
It was too late to. stop the 
promotion, says Reebok, 
although it did drop a television 
commercial featuring Gooding, 
who won an Oscar for his 
performance in the film. The 
case is coming in August to a 
courtroom near you, if you 
happen to live in Los Angeles. 


Beating time 

■ If everyone at Daimler-Benz is 
singing the same tune after the 
upheaval which saw former 
Mercedes boss Helmut Werner 
head for the exit and the 
carmaker fully absorbed into the 
parent company, they’re doing 
better than the entertainers at 
the opening of the group's new 
factory in Alabama. 

The dancers and singers 
appeared to be having some 
trouble keeping time to the 
toe- tapping ditties written for 
flu occasion. Understandably, 
the authors had mentioned 
Mercedes qaits a lot, bat the 
three-syllable word had to be 
thrown out and replaced with 
two-syllable Daimler at the last 
minute. Hope Mercedes is fitting 
into the group better than 
Daimler filled the gaps in the 
otherwise catchy tunes. 


100 years ago 

“Discovery Of Petroleum Wells 
The Amsterdam Stock 
Exchange is celebrated chiefly 
for its remarkable skill in 
buying American Rails at the 
top and selling them at the . 
bottom. Apart however, from 
this idiosyncrasy, it is a cool, 
level-headed Bourse, and our 
Consul informs us that it was 
not much disturbed In 1896. 
One disturbing influence, 
which weakened toe desire of 
the Dutch to purchase their 
own Consols, was the 
discovery before the close of 
the year of petroleum wells 
on a large scale in Java and 
Sumatra. The public 
subscribed eagerly to several 
enterprises formed for 
working these wells, but it is 
too early to say yet whether 
the public or the petroleum 
wall be exploited. 

Dutch Trade Pact 
An agreement has been 
signed between Holland and 
the Russian zone of Germany 
for on exchange of goods at 
the rate of FlsJttlOO.OOO 
annually. Dutch imports from 
the zone will include 
machinery, potash, timber, 
paper, glass, pottery and 
chemicals. Dutch exports 
thereto will include 
super -phosphates, fish and 
rubber. 
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TIk British Horseracing Board's 2 day seminar 
1 hr Thrill of Racehorse Ownership” is essential 
if y ou wish to become an owner. This troupe 
event gives you m impartial, informed view of 
Racehorse ownership. 
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SEC considers reform Outgoing 

a !• i i president 

to cover online markets to retain 

Plans could encourage exchanges on internet influence 


By John Authors In New York 


The Securities and Exchange 
Commission, the US regula- 
tory authority, is considering 
the most sweeping revision in 
its 63-year history of its powers 
to regulate the securities mar- 
kets. 

The move is a response to 
the increasing influence of on* 
line trading and alternative 
exchanges such as Instinct and 
Bloomberg. 

The changes being consid- 
ered could encourage the for- 
mation of stock exchanges on 
the internet, reduce the regula- 
tory burden on small stock 
exchanges and allow the 
nation's largest stock 
exchanges more flexibility. 

They could also allow for- 
eign stock exchanges to do 
business in the US, said Mr 
Richard Lindsey, the SEC's 
director of market regulation. 

Mr Arthur Levitt, commis- 


sion chairman, said: “We are 
starting down a road I believe 
will make us more responsive 
to markets that have changed 
more in the past five years 
than they have since they 
started in this country." 

Alternative exchanges and 
dealing systems now account 
for some >20 per cent of transac- 
tions in Nasdaq securities and 
L4 per cent of volume on the 
New York Stock Exchange. 

Most of these are regulated 
in the same way as brokers 
and dealers by the National 
Association of Securities Deal- 
ers. 

The SEC wants to reduce the 
burden of regulation on alter- 
native exchanges and dealers, 
by establishing a tiered frame- 
work through which small 
exchanges can progress as 
they grow larger - with the 
highest tier currently reserved 
for established markets. The 
commission also wishes to 


start regulating the activities 
of US companies which offer 
US investors “entry points" to 
invest in foreign markets. 

the proposals for a three-tier 

system of regulation could 
allow small exchanges covered 
by the lowest tier of supervi- 
sion to set their own rules. 

The commission is looking 
at a wide range of options for 
"second-tier” exchanges, 
which could include exempting 
them from some regulations 
imposed on established mar* 
kets. The SEC is also consider- 
ing reducing or eliminating 
requirements an them, while 
discussing new ways of over- 
seeing fully-automated 
systems. 

A third tier of traditional 
exchanges registered with the 
co m miss ion would continue to 
be regulated in the same way. 


in Iran 


By Robin ABen in Tehran 
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Formula One organisers 
insist float will go ahead 


By John Griffiths in London 


Plans for Jbe $3J2bn flotation 
of Formula One Holdings, the 
motor racing series controlled 
by Mr Bernie Ecclestone, were 
still on track yesterday in spite 
of a row with leading racing 
teams over the terms of the 
float, according to Mr Eccles- 
tone's advisers. 

At yesterday’s Spanish 
Grand Prix, Salomon Brothers, 
the inve s tment bank advising 
Mr Ecclestone, dismissed the 
teams' opposition to the float 
as "internal squabbling". It 
said threats to pull out of the 
sport were "hollow". 

But one disgruntled team 
official muttered en route to 
the Barcelona race track: "Ber- 
nie can have all the TV riwfls 
he likes, but you can't have 
Formula One without the 
teams.” 

Three leading motor racing 
teams are fi ghting behind the 
scenes for changes in the 
terms of the flotation to give 
themselves a higher share of 
the revenues from television 


rights and a bigger stake zn 
the public company. Other rac- 
ing tAamg have also expressed 
private doubts about the 
equity share-out. 

The first draft of the pro- 
spectus for Formula One Hold- 
ings, which includes all the 
commercial activities con- 
trolled by Mr Ecclestone. FI’s 
promoter. Is due to be banded 
to the London Stock Exchange 
tomorrow. 

Mr Ecclestone’s advisers are 
adamant the flotation of FI is 
"an the conveyo r belt". They 
say the final prospectus 
will be published towards 
the end of June, with the 
flotation possibly complete 
by the British Grand Prix an 
July 13. 

The advisers say the terms 
of the agreement between the 
tnams and the organisers of Fl 
over revenues give none of the 
teams any formal right to even 
a token equity stake in For- 
mula One Holdings. 

They suggest that the dissi- 
dent teams, notably McLaren 
Tyrell and Williams - whose 


top driver Jacques Vzfleneove 
leads the championship after 
winning at Barcelona yester- 
day - might not like it 
but there is little they can 
do. 

"Do you seriously think that 
Mercedes-Benz or Renault, 
who have invested heaven 
knows how many millions In 
engines, or sponsors who have 
paid fortunes for global expo- 
sure. are really going to let 
te ams pull out because they 
have an internal squabble with 
the promoters over their share 
of the TV cash? It’s a non- 
starter and they know it," said 
one flotation insider. 

The teams want a bigger 
equity stake in the floated 
company than the 1 per 
cant each allocated in the 
prospectus. 

Analysts also are awaiting 
clarification in the prospectus 
of the division of revenues. 

Digital pay-per-view TV 
could boost FI's turnover from 
last year’s $320m to over gibn, 
which is why the float is val- 
ued at about $3J2bn. 


Brewery chairman to head SA police 


Continued from Page 1 


policy. A leading member of 
the South Africa Foundation, a 
lobby group representing big 
business, he led calls for more 
rapid liberalisation of the econ- 
omy and urged drastic mea- 
sures to restore law and order. 

Big business yesterday 
applauded his appointment. 
The son of Lithuanian emi- 
grants, Mr Kahn was born in 
Brits, a provincial town in the 


north-west His hands-on man- 
agement style and frank way 
of gpeaJdng have earned him 
the nickname “the boytjie 
[boy] from Brits" among col- 
leagues. "He's the right guy to 
knock out the criminals," said 
Dr Nthato Motlana, chairman 
of New Africa Investments, the 
country's biggest black-owned 
company. 

Mr Mbeki said the appoint- 
ment would enable Mr George 
Fivaz, national police commis- 


sioner, to concentrate on tack- 
ling crime. He has previously 
opposed private sector involve- 
ment in managing the police. 
Overall responsibility for 
administrative duties will pass 
to Mr Kqhn. 

Mr Kahn will inherit an 
organisation in disarray. In a 
recent internal survey commis- 
sioned by Mr Fivaz, 69 per cent 
of officers said police manage- 
ment had "no clue” about con- 
ditions on the ground. 


Mr Hashemi Rafsanjani, 
outgoing president of Iran, yes- 
terday signalled to Mr Moham- 
mad Khatami, surprise winner 
of last Friday's presidential 
elections, that he would retain 
a strong influence over the 
country's leadership.. 

Mr Khatami, who is seen as 
a moderate, won 70 per cent of 
more than 29m votes cast from 
an electorate of 32m. He 
defeated his nearest rival and 
leading candidate Mr All 
Akbar Nateq-Nbuxl, speaker of 
the majhs, or parliament, by 
almost three to one. 

Mr Nateq-Nouri had been 
endorsed by most of the coun- 
try’s top leadership including 
Ayatollah Khamenei, Iran's 
spiritual leader, and President 
Rafsanjani hfmspif 

Mr Rafsanjani, whose second 
four-year term expires in 
August, is constitutionally 
barred from a third term. 

At a press conference yester- 
day, lie said he would continue 
to "assist the cabinet of Mr 
Khatami" through the power- 
ful Council of Expediency. 
This body was set up by Iran's 
revolutionary guide and men- 
tor, Ayatollah Ruhbflah Kho- 
meini, in the early 1980s to 
mediate when there was dis- 
agreement between the majlis 
and the keeper of Iran’s consti- 
tutional virtues, the Council of 
Guardians. 

Iran's president has the 
number two slot to Ayatollah 
Khamenei In the constitutional 
hierarchy of power. The degree 
of power wielded by the presi- 
dent depends on how well he 
can manage his way through a 
maze of chucks and balances. 

The scale Of Mr Khatami 's 
victory, the size of the turnout, 
and the speed with which Mr 
Nateq-Nouri accepted defeat 
surprised both Ir anians and 
foreign analysts. Voters and 
analysts in Tehran and the 
provinces had reckoned on nei- 
ther of the two main candi- 
dates g aining an absolute 
maj ority. 

It was expected that the elec- 
tion would go to a run-off end 
that Mr Nateq-Nouri would 
pmur gp the winner. 

Mare than half of Iran's offi- 
cial 69 An population is under 
30, and the minimum voting 
age is 15. It was already appar- 
ent at the start of the official 
campaign on May 10 that Mr 
Khatami, a 54-year-old former 
minister for Islamic guidance 
and culture, had a greater 
appeal among the under -30s 
who make up some 40 per cent 
of the population. 

Iranian analysts say he 
made effective use of the state- 
controlled television and the 


Power balance will test 
Khatami, Page 3 


FT WEATHER GUIDE 


Europe today 


A large area of western and central 
Eirope will be sunny and dry with 
temperatures below 20C except in 
France and the southern UK. 

Cloud will move in from the north- 
west, bringing rain to Norway and 
Denmark. Some rain Is Iflcely in the 
north-western UK as wefl. 

The rain will move Into northern 
Germany during the evening. 

Ran, heavy at times with occasional 
thunder, is expected over southern 
Yugoslavia. 

Bulgaria mil be showery. Heavy rain 
and strong winds are expected 
across eastern Ukraine. Portugal and 
interior pals of Spain wUI have 
showers, some thundery. Greece 
and Italy will be sunny. 


Five-day forecast 

Cool air wIN again enter central 

Europe with rain and heavy showers. 
France wfll stay dry and sunny. The 
UK will become sunny. 

Thunder showers will continue over 
Spain. 

The Balkan states wifl have heavy 
rain after Tuesday's sunshine. 

TODAYS TEMPERATURES 
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Media machinations 


Mr Silvio Berlusconi has had a 
whirlwind career in Italian politics, 
but the turbulence appears to be 
paying off. Last week’s agreement 
on a regulatory authority to cover 
telecoms and media got only a 
grudging welcome from Mr Berlus- 
coni’s Mediaset, but it looks like a 
resounding victory. The agreement 
legitimises his business position. It 
allows Mediaset to keep three chan- 
nels at least until next April and 
probably for much longer - he was 
supposed to dispose of one last 
August And the company can now 
build a fli gHai TV platform and bid 
for the third mobfle phone licence. 

That is not to say that Mr Berlus- 
coni shnnifl retir e from politics just 
yet The law is not yet passed, the 
regulator has not yet been 
appointed - and the regulator could 
make Mediaset’s fife tough. There 
are subjective judgments to be 
wrote on whether there Is enough of 
a satellite audience in Italy to force 
Mediaset to turn the Retequattro 
channel into a satellite channel. 
Other issues to be addressed 
include the level of advertising sat- 
uration on Italian channels, which 
is one of the highest in Europe. And 
nnre the current TV structure is 
formalised, the government could 
consider charging users for spec- 
trum - and the treasury needs all 
the revenues it can get to meet the 
Maastricht convergence criteria. 

The share price reaction looked a 
little frugal But given the opacity 
of the company, its regulatory 
uncertainties and legal difficulties 
feting many of its directors, it is 
still hard to see it as a compelling 
long-term investment 
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South African mining 


Mr Cyril Ramaphosa, one-time 
r ad i c al black politician and miners' 

I union leader, is very much flavour 
of the moment In corporate South 
Africa. Not only is he prep ari ng to 
taito control of Gold Fields, the min- 
ing house founded by Cedi John 
Rhodes. Yesterday he was named 
acting chairman of South African 
Breweries for the next two years, 
while Mr Meyer Kahn, the present 
Incumbent, tries to sort out the 
South African police force. 

Certainly, these are revolutionary 
times in South African mining. But 
it is not so much the start of the 
revolution as its maturation. The 
roots are found earlier in the 
decade, when six mining houses - 
Anglo American, Jd, AuglovaaL, 
Gold Fields, Rand Minas and Geo- 
car - dominated the scene. Since 


then Rand Mines has disappeared, 
insurance company Sanlam has 
released its hold an Gencor, and 
Anglo has let go of JCL 

For all South Africa’s high-octane 
politics, the change has been driven 
by economics. Rising costs and a 
stagnant price have driven operat- 
ing marg ins tn the gold industry 
down to the low teems from 40 to 50 
per cent a decade ago. With swathes 
of capacity unprofitable at this 
level, minds have been wonderfully 
concentrated. The outcome has 
been a ferment of innovation, from 
mineral swaps, to restructurings, to 
novel productivity arrangements. 

With Mr Ramaphosa standing an 
the threshold of Gold Fields, and 
Jd under Mr Mari Khmnalo, - the 
focus has shifted to black empower- 
ment. It has been accelerated by the 
paucity of white talent Had Gold 
Fields and Jd had stronger man- 
agements, Mr Khuxnalo and Mr 
Ramaphosa would have faced 
tougher battles for controL 

Neither the mooted tie-up 
between Jd and Lomfro, nor Mr 
Razn&phosa's accession to Gold 
Fields, are fails acampUs. But both 
are likely. Competing bidders could 
yet f orce Mr Ramaphosa to pay 
more for his Gold Fields stake than 
he would like, but the desire of 
Rembrandt, the controlling share- 
holder, for a black empowerment 
deal is unlikely to be thwarted. As 
for Jd/Lonrho, a tussle about valu- 
ation is certainly on the cards, but 
there is a coincidence of interest 
which is likely to see the deal done. 

At one level, these deals are no 
more than a s w a p p in g of manage- 
ment rales and assets among locals. 
But this would be to underestimate 
their significance. Mr Ramaphosa 
and Mr Khnmalo both fees a heavy 
burden of expectation. If they are 
unable to effect a revolution in pro- 
ductivity, the outlook for the South 


African industry is grim indeed. If 
they succeed,-fovestorscouId profit 
handsomely.. 

Whatever happens on the mining 
front, the real prizes In ■ South 
Africa’s corporate restructuring lie 
on. the industrial side. Within com- 
panies such as Amic, South African 
Breweries and Rembrandt, huge 
pools of value are waiting to be 
unlocked. It is a matter of when 
rather than : jf this process starts. 
The changes under way in the min- 
ing sector will certainly spread 
wider - the recant unbundling of 

VTaihatc being an example of what 

lies ahead. 

The big catalyst for change, of 
course, will be the abolition of 
exchange controls. When that 
arrives, structures which make ten- 
uous sense now will cease to have 
any relevance. 


Japanese equities 

Japan’s c or porate results season 
& throwing up some pleasant sur- 
prises. Recurring profits from the 
nearly 700 companies that have 
reported so far have 'risen -by 17 per 
cent, against forecasts of a 10 per 
rwit increase. That has helped the 
Nikkei 225 index creep back up 
above 20,000, a jump of 14 per cent 
in laws than two months. 

Investors should remember, how- 
ever, that this is still a two-tier 
economy. The export -oriented 
“nifty” stocks, boosted by yen 
weakness, - are declaring record 
numbers. Toyota's operating profits 
nearly doubled while Matsushita’s 
pre-tax warning s more than quadru- 
pled. More domestic manufacturers, 
meanwhile, are benefiting from cost 
reductions. Japan's top five steel 
companies cut Y220bn $l.9bn off 
their combined costs last year, help- 
ing throw overcome weaker prices. 
But average profits among non- 
manufacturers actually fell 4 per 
cent, even Ignoring financials, 
many of whom are still reporting 
losses. 

With the yen starting to 
strengthen against the dollar, 
Japan's exporters will- find the 
going more difficult this year. And 
while April's tax rises do not seem 
to have thrown the domestic econ- 
omy back into recession, growth is 
still expected to slow from 3 per 
cent to perhaps L7 pear cent in 1997/ 
98. As a result, average profit 
growth wifi slow to less than 10 per 
cent this year. That suggests that 
an 45 times prospective earnings, 
the Nikkei’s progress will be more 
sedate from here. 


Saluting 50 years of freedom with 
yet another spirited performance. 


for the industry, recording further growth in production, turnover and profit 
for the year ended 31st March, 1997. 


Audited Financial Results for the year ended 31st March, 1997. 
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Production up by lOi % 
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• Turnover up by 17,8% • Gross profit up by i&9% 
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Gremlin plans to 
raise up to $ 81 m 

Gremlin Interactive, one of Europe's leading 
publishers of video and computer jg 

planning a £45m-£50m ($73m-$8im) flotation to 
fund acquisitions and new product development 
in the entertainment software industry. The 
company, which publishes titles such as Zod 
and Realms of the Haunting, aims to use funds 
from the placing to win a greater share of the 
international games market - worth an esti- 
mated $G.4bn a year. Page 18 

Paribas restructures in Bolgl um 

Paribas, the French financial group, has 
announced a turning point in its Roig^ n 
operations with the sale of its retail banking 
activities and a restructuring of other busi- 
nesses. Paribas wants to focus on two core busi- 
nesses - international investment banking arm 
specialist financial services. Page 18 

Ukraine moves to allay Investors’ tears 

Ukraine has reassured foreign investors 
attracted to the country's fledgling Treasury bill 
market by vowing to keep its currency - the 
hryvnia - within a corridor of 1.7 to 1.9 against 
the dollar. Interest in the market was height- 
ened when Kiev announced the corridor ear lier 
this year, but some buyers fear the band may 
not come into force until after the passage of 
the 1997 budget by parliament. Page 22 

Cellular phones Oft NTT 

A strong contribution from cellular phone sub- 
sidiaries helped NTT, Japan’s dominant tele- 
coms carrier, lift sales and profits for the third 
year running. The telecom group’s sales in the 
year to March rose 2 per cent to Y8.82l.8bn 
($76bn) and pre-tax profits gained 5 per cent to 
Y444-6bn. Page IB 

Commerzbank boosts equities business 

Commerzbank of Germany is building up its 
investment banking operations by boosting its 
international equities business and planning a 
new trading floor in Frankfurt It has hired Mr 
Mehmet Dalman, former head of Deutsche Mor- 
gan Grenfell’s equities operations in Tokyo, to 
lead its global equities operations. Page 18 

Italy to retain 51% of Eni 

The Italian Treasury will keep its stake in Rni, 
the oil, gas and petrochemicals group, above 51 
per cent when it sells a third tranche of shares 
next month. The decision allows the centre-left 
Prodi government to head oft political pressure 
to retain control of this strategic asset, which is 
the seventh-biggest publicly traded oil company 
in the world and the largest by market capitalis- 
ation in Italy. Page 18 

Serbian bank plans $SOm pl a ce m ent 

Serbia's state-owned Beogradska Banka plans to 
raise up to $50m through a private placement 
with a London-based bank, the first such loan 
since sanctions against Belgrade were lifted last 
year. Beogradska said the six-month loan car- 
ried a monthly interest rate ofabont 3 per cent, 
reflecting Serbia's high-risk status. Page 18 

Mazda depressed by competition 

Mazda, the Japanese carmaker which is 33^3 per 
cent owned by Ford, forecast a return to operat- 
ing profit in the current year, despite a decline 
in sales and another operating loss in the year ' 
to end-March, amid competition in Japan. 

Mazda said cost cutting and sales of new models 
would help it return to profit this year for the 
first time in five years. Page 18 

PepsiCo to sell distribution unit 

PepsiCo, the US drinks and snacks group, is to 
sell PFS, its restaurant supply' distribution unit 
to AmeriServe Food Distribution, a subsidiary 
of Holberg Industries, on undisclosed toms. The 
combination of AmeriServe and PFS would cre- 
ate the largest food service systems distributor 
in the US. with more than 5.000 employees and 
1997 sales expected to exceed $5.4bn. Page 18 

Eff in FFiiJbn share buy-back 

Elf. the French oil group, has paid FFrL2bn 
($210m) to buy back 0.7per cent of its own 
shares from Axa-UAP, the insurance group, in a 
further move towards the restructuring of the 
country's large corporate shareholdings. The 
move on Friday came the day after Renault, the 
car manufacturer, sold its 0.9 per cent stake in 
Elf back to the company for FFrLSbn. Page 18 


Citicorp to set up fund team 

Bank hires high-flyer and rejects plans to purchase fund business 


By John Anthers in New York 

Citicorp has abandoned plans 
to buy a fund management 
business and decided to build 
its own. 

The US bank has recruited 
Mr Peter Carman, former bead 
of equities at Boston-based 
Putnam Investments, to be its 
new chief investment officer, 
in the hope that he will attract 
other high-powered money 
managers. 

Putnam has been one of the 
increasingly significant figures 
in the US mutual fund market 
in the past few years. Mr Car- 
man has been its chief of 
equity investments since 1393. 

Mr John Reed. Citicorp’s 
chief executive, said the 
appointment was “part of an 
expanded commitment on our 
part to build an absolutely 
first-class investment manage- 
ment competence completely 
within the company". 

When speaking to analysts 
this year, Mr Reed had said 
Citicorp, which already man- 
ages almost $120bn in assets, 
was Interested in baying a 
fund manager to help boost its 
portfolio of retirement savings 
products. This would have fol- 
lowed the trend set by several 
other US commercial banks in 
the past few years and helped 
it to participate fully in the 
currently booming US mutual 
fond market 

Putnam sold more mutual 
funds through intermediaries 

than an y other company 

year. Its overall sales came 
second only to Vanguard, a 
direct marketer, and were 
ahead of its Boston rival Fidel- 
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John Reed, Citicorp chief executive, embracing the development of a home-grown fund management business 
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ity Investments, a long-time 
leader of the Industry. 

Under Mr Carman and oth- 
ers, Putn am has cham pi oned 
the “team” investment style, 
with stocks screened using 
quantitative techniqnes, 
and final investment decisions 
being taken by groups of fund 
managers. 


This method was a strong 
departure from the traditional 
system of giving autonomy to 
individual fund managers, but 
made it popular with pension 
fund managers, brokers and 
dealers. 

Mr Reed seems to have 
decided to adopt Putnam’s 
approach throughout Citi- 


corp's investment manage- 
ment business. 

He said: “We look to Peter to 
draw on his experience in 
building and shaping a team- 
oriented investment process, 
where portfolio managers are 
complemented by a state-of- 
the-art research capability that 
includes both strong funda- 


mental analysis and rigorous 
quantitative techniques.” 

Putnam announced that Mr 
Carman would be replaced by 
Mr Tim Ferguson, a former 
chief executive of County Nat- 
West Securities and HSBC 
Asset Management in London, 
who joined the company last 
year. 


Dresdner Bank profit op 10% 

Dresdner Bank, Germany's second-biggest bank, 
turned in a lower first-quarter profit Increase 
than its two main, rivals, but said this reflected 
the comparison with a buoyant start tolast 
year. Operating profits before risk provisions 
rose 10 per cent to DM99lm ($588m). Page 18 
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Value of Poland’s Bank Handlowy 
may reach $lbn when sale starts today 


By Christopher Bobinsiri 
in Warsaw 

Bank Handlowy <BH), one of 
Poland's largest banks, could 
be valued at up to $lbn when 
it goes an. sale today in central 
Europe's biggest privatisation 
of a financial institution. 

The share price of between 
28 zlotys and 35 zlotys aims to 
attract domestic as well as 
institutional investors, and 
gives Bank Handlowy a 
price-earnings ratio slightly 
below the current average for 
financial institutions on the 
Warsaw Stock Bxchange. 

In tandem with the govem- 


Price aims to draw domestic and institutional investors 


ment, BH is putting the finish- 
ing touches to letters of intent 
with three foreign core inves- 
tors. including J.P. Morgan, 
the US investment bank, 
which is being offered a stake 
of about 10 per cent. BH hopes 
this week to reveal the compo- 
sition of the group, which is 
expected to include an insurer 
and a retail bank, during pre- 
sentations to foreign investors. 
■Hie core group is to retain Its 
stock for at least three years. 

BH was nationalised after 
the war and given sole respon- 
sibility for foreign trade trans- 


actions. After the 1989 market 
reforms, it moved into corpo- 
rate lending, where it now has 
9 per cent of the market and 
built a successful investment 
banking operation. The bank, 
whose net profit reached 530m 
zlotys ($i68m) last year, still 
retains 27 per cent of Poland's 
trade finance-related op- 
erations. Assets of 24.7bn zlo- 
tys represent 12 per cent of the 
country’s banking sys- 
tem. 

The final price of the hank 
will be announced on June 17, 
with the allocation of the 


fit- ftm shares on offer planned 
for June 21. ‘Domestic retail 
investors will get priority in 
the allocation and the bank 
hopes to attract between 
200,000 and 300,000 through a 
widespread media campaign. 
Domestic investors who sign 
up for shares early will also be 
given a 5 per cent discount 
Foreign institutions, whose 
demand will play the key role 
in fixing the bank’s price, 
could be left with just 15 per 
cent of the bank worth a maxi- 
mum of $l50m should the offer 
sell well at home 


BITs strategy includes a pos- 
sible move into retail banking 
to give the bank access to low- 
cost household deposits. 
According to Mr Cezary Styp- 
ulkowski, the chairman, plans 
depend on the three core 
investors, whose expertise and 
financial support will be used 
to develop BH’s corporate cul- 
ture. BH also sets great store 
by having a big group of 
domestic investors, who are 
being given incentives to keep 
their stock for a year, enabling 
BH to retain its national char- 
acter. 

Observer, Page 15 


Serbian 
banks join 
forces to 
solve debt 
problems 

By Guy Din more in Belgrade 


Serbia Is to try to restructure 
its ailing hanking system with 
the formation of a new bank- 
ing group. 

The state-owned Beogradska 
Banka has announced the for- 
mation of a group of at least 20 
banks to be called the Beograd- 
ska Banka Group. It is hoped 
the new group will restore con- 
fidence in the country’s bank- 
ing system and attract foreign 
capital 

The group plans to central- 
ise international payment and 
credit operations. It will set up 
a rehabilitation agency to 
tackle repayment of its com- 
bined debts, which Mrs Borka 
Vucic, acting managing direc- 
tor of Beogradska. has esti- 
mated at $3.Sbn. 

Mrs Vucic said part of the 
debt could be repaid through 
debt-for-equity swaps, in which 
three large international banks 
had shown interest 
The newly formed group will 
also try to collect more than 
$ibn owed to Yugoslavia by 
countries such as Libya and 
Iraq. 

“With a reduced capital out- 
flow, collected claims and 
fresh external capital, we can 
put an end to 15 years of net 
capital outflow and ensure 
growth.” Mrs Vucic said. 

Mr Mlrko Marjanovic, prime 
minister, said be was confident 
that the strengthened Beograd- 
ska group could resolve the 
restructuring of Serbia’s debts. 

Mrs Vucic, a confidante of 
President Slobodan Milosevic, 
said Serbia needed foreign 
banks to help restore confi- 
dence in the h anking system 
and lure an estimated $2bn 
“from under mattresses and 
out of safes” back into the 
banks. 

She said the formation of the 
new group was a step towards 
privatisation of Yugoslavia's 
banks. 

However, political commen- 
tators doubt whether Mr Milos- 
evic’s ruling Socialist party 
has a real commitment 
towards privatising its banks. 
They noted that directors of 
Beobanka. Yugoslavia’s big- 
gest commercial bank, had so 
far refused to join the new 
group. Beobanka is dominated 
by the hardline Yugoslav 
United Left allied to Mr Milos- 
evic. 


Bank to borrow In UK, Page 18 


Generators plug in abroad 


By Simon Hofoerton in London 
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With their home market under 
the watchful and suspicious 
gaze of the electricity regula- 
tor, Professor Stephen Little- 
child, the UK’s two big genera- 
tors have had little choice but 
to invest abroad. 

But necessity has turned 
into enthu sias m as National 
Power, the UK's largest gener- 
ator, and PowerGen, its 
smaller rival, have taken 
advantage of growing opportu- 
nities in Asia. Australia, 
Europe and the US. 

National Power has now 
Spent nearly £Ibn <$I-62bn) in 
equity in foreign power "ven- 
tures, two-thirds of which was 
invested last year alone: 
PowerGen ts not far behind 
with planned equity invest- 
ment abroad of about 3700m. 

“Within five years the total 
output from international pro- 
jects whore we have signifi- 
cant interests will approach 
the same level as current gen- 
eration from our UK plants,” 


said Mr Deryk King. Power- 
Gen group managing director. 

PowerGen ’5 UK powe r sta - 
tions generated nearly 62TWh 
of electricity last year. By 
2002 the company expects out- 
put from current international 
projects to be 46TWh. 

But foreign ventures have 
the capacity to surprise. 
National Power’s annual 
results last week were over- 
shadowed by reports that the 
Pakistan government wanted 
to renegotiate a 30-year pur- 
chasing agreement wtth the 
1.292MW Hub power station, 
in which the UK generator has 
a 25.7 pm- cent interest. 

The threat was dispelled but 
the question of how well qual- 
ified the UK generators are to 
compete a broad remained. 

Only recently National Grid 
Group, owner of the high- 
voltage transmission system 
in England and Wales, was 
left looking foolish after it 
had to poll out of two interna- 
tional transactions in a week. 
National Grid faces no compe- 


tition in its core business, 
while the generators operate 
in probably the most competi- 
tive electricity market in the 
world. 

“International diversifica- 
tion represents a sensible use 
of the generators* skills.” says 
one analyst “It is not some- 
thing their existing investors 
could easily do themselves.” 

But doubts linger as to 
whether the returns on invest- 
ment will be as big as prom- 
ised. National Power said last 
week it expected its foreign 
operations to produce after- 
tax profits of £145m in 
1997-98. 

PowerGen said it expected 
existing foreign operations to 
produce operating profits of 
about £1 OOm by 2001. The 
deals in Indonesia and Thai- 
land announced last week 
would “reinforce earnings 
growth beyond 2001", It said. 

But last week's results from 
PowerGen showed only £i2m 
of overseas profits, and £8m of 
that was from an asset sale. 
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COMPANIES AND FINANCE 


Gremlin to fund expansion with float 


By Tim Burt 

Gremlin Interactive, one of 
Europe's leading publishers of 
video and computer games, Is 
planning a £45m-£50m ($73m-$8Lm) 
flotation to fund acquisitions and 
product development in the 
fast-growing entertainment 
software industry. 

The company, which publishes 
titles such as Zool and Realms cf 
the Haunting, aims to. use the 
£10m-£12m raised by the placing to 
win a greater share of the 
international games market - 


worth an estimated $6.4bn a year. 

Mr Ian Stewart, who invested 
£1,000 to oo-found the company 13 
years ago, said the market was 
growing at 25-30 per cent a year 
and faster still in the emerging 
economies of south-east Asia and 

flhinfl. 

“Despite the growth, the 
software publishers are 
consolidating and we want to take 
advantage of the acquisition 
opportunities that presents,” he 
said. 

In the past year. Gremlin has 
acquired smaller UK rivals DMA 


Design and Imagitec for 
undisclosed sums. 

Mr Stewart, chairman, said it 
was seeking further similar 
candidates for takeover. 

The company also plans to more 
than double the output of new 
titles from seven to 15 a year. 

In the meantime, Mr Stewart and 
Ms Jenny Ricbards-Stewart, his 
wife, who will be joint chief 
executives of the quoted company, 
together expect to make £4m-£6m 
by s elling pint of their controlling 
stake. 

Ms Richards-Stewart said they 


would retain about 40 per cent of 
the company. 

"We had approaches about a 
trade sale and.- several venture 
capital proposals, but decided 
mining to the market was the best 
option," she said. 

Funsoft Holdings, the Ger man 
gamps distributor which acquired 
25 per cent of Gremlin in 1995, will 
hold a 10-15 per cent stake after the ’ 
flotation. 

Operating profits at Gremlin rose 
from £l.l3m to £&Sim while sales 
increased from £7.54m to £lL3m in 
the year to July 3L 


At the pre-tax level profits last 
year rose from £839,000 to £2B7m. 
In the nine months to April 30 this 
year, the company made pre-tax 
profits of £3m on sales of about 
£12m. 

Mr Stewart said the 
improvement had partly been 
fuelled by demand for games such, 
as Aetna Soccer, the Inter- 
active football game, following last 
year's European football 

ffta mpinnshtp s. 

Tbe placing, handled by Beeson 
Gregory, is expected to be 
completed early 1 b the summer. 


Paribas 
disposal 
in wider 
Belgian 
shake-up 

By Andrew Jack in Paris 


Paribas, the French 
financial group, has 
announced a significant 
turning point in its 
operations in Belgium, with 
the sale of its retail 
banking activities and a 
restructuring of Its other 
businesses. 

It will sell a controlling 
stake in Paribas Belgique, 
its retail banking arm, for 
an undisclosed amount to 
Groupe Bacob-Arco, funda- 
mentally modifying its Bel- 
gian presence, which dates 
from 1822. 

It is also reorganising the 
ownership and portfolio of 
Gevaert, an investment com- 
pany with stakes in Aegon, 
Almanij and Hapag-Lloyd, 
in which Paribas’ subsidiary 
Cobepa holds a majority 
stake, and Almanij-Kredlet- 
bank Groupe a minority 
share. 

Paribas said the action 
was part of its strategy to 
focus on two core businesses 
- international Investment 
banking and specialist 
financial services - and 
reflected realignments in 
the preparations for the cre- 
ation of the single European 
currency. 

Paribas will sell a 47 per 
cent stake in Paribas Bel- 
gique - in which It owns 77 
per cent - to Bacob-Arco, 
which will in turn launch a 
tender offer to minority 
shareholders, bringing 
its stake up to 70 per 
cent. 

In a second step, Paribas 
said its remaining 30 per 
cent stake "could be” sold to - 
the Belgian group, the bank- 
ing subsidiary of which 
trades under the name 
Banque Bacob. 

Individuals close to the 
negotiations said that the 47 
per cent stake would be 
worth "several billion” and 
would certainly generate 
more than the sale this year 
of Credit du North Paribas’ 
French retail banking sub- 
sidiary, to Soctete Generate 
for FFr2 JEbn (3370m). 

The deal will leave Pari- 
bas with a banking branch 
whicb will retain the 
Paribas name but will 
largely deal with its inv- 
estment banking activit- 
ies. 

It will co-operate with 
Bacob over the distribution 
of financial service prod- 
ucts. 

In a separate transaction, 
Cobepa, which is a 65 per 
cent subsidiary of Paribas, 
is to absorb half the assets 
controlled by Gevaert and 
manage them directly. The 
remainder will be trans- 
ferred to a new quoted com- 
pany. 

Shareholders of Gevaert 
will be asked at an extraor- 
dinary meeting to approve a 
special dividend of BFrl50 a 
share, after which the net 
asset value of the group is 
estimated at BFr73bn 
($2.09bn). 

The deal will allow minor- 
ity investors to exchange 
their existing Gevaert 
shares for holdings in either 
Cobepa or Almanij. 



Pete Postlewaite, Stephen Baldwin and Gabriel Byrne (left to right) in The Usual Suspects’, which was produced by Mr Robert Jones 


PolyGram, the Dutch entertainment 
group, has clinched a three-year 
first-look deal with Mr Robert 
Jones, the film producer behind the 
thriller. The Usual Suspects, writes 


Alice Rawsthorn. The agreement 
gives PolyGram pre-emptive rights 
over all the pictures developed by 
The Jonescompany, Mr Jones’s film 
production business. It forms part 


of PoIyGram’s efforts to increase its 
film-making capacity in the 
approach to the launch of Its US 
distribution network later this year. 
The Dutch group, still struggling to 


bring its film . subsidiary into the 
black despite successes such as 
Fargo and Trainspotting, recently 
concluded a wfanilar deal with Mr 
Alan Parker, directin' of Boita. 


Expansion at Commerzbank 


By Graham Bowtey 
in Frankfiat 

Co mm erzbank of Germany is 
building up its investment 
banking operations by boost- 
ing its international equities 
side and planning a new 
trading floor in Frankfurt 

It has hired Mr Mehmet 
Dalman. former head of 
Deutsche Morgan Grenfell's 
equities operations in Tokyo, 
to lead ite global equities 
operations from Frankfurt, 
including sales, trading and 
research. 

Mr Dalman "has a brief to 
hire more staff, although he 
does not have a blank 
cheque", Commerzbank said. 

The move follows strong 
growth in the bank's global 
bond activities and in deriva- 


tives. It has made inroads 
into eastern Europe, includ- 
ing the Czech Republic and 
Poland, which the enlarged 
investment banking group 
would support 

The expansion reflects the 
group’s strategy of building 
its operations from within 
rather than through acquisi- 
tions, such as Deutsche 
Bank's acquisition of Mor- 
gan Grenfell 

Commerzbank denied 
reports that it had been 
looking at buying BZW, the 
investment banking arm of 
Barclays. "We have always 
said we would grow organi- 
cally,” it said. 

The move to boost the 
investment banking arm 
comes amid competition 
among German banks to 


capture new business in the 
farmer communist countries 
of eastern Europe. Several 
have opened subsidiaries or 
representative offices for 
commercial b anking , but 
they now intend to build up 
investment banking in the 
region quickly. 

Deutsche Bank plans to 
open its first representative 
office in Zagreb, Croatia, 
next week. 

Commerzbank’s new trad- 
ing floor, which is intended 
to house about 500 traders, 
would bring together all the 
bank's trading, including 
both equities and bonds. 
Building is scheduled to 
start this year, with the 
opening planned for 2000. 

Mr Martin Kohlhausen, 
the bank chairman, has 


stressed in the past that the 
bank's strategy is to expand 
In London. New York and 
Singapore. It has already 
shifted a lot of its trading in 
bonds denominated in cur- 
rencies other than the 
D-Mark to London. 

But yesterday the bank 
said Its "centre of compe- 
tence is still in Frankfurt, 
even though there is a lot of 
know-how in London". 

Mr Dalman will be respon- 
sible to Mr Klaus Patig, a 
board member in charge of 
investment banking, includ- 
ing equities and bonds. 

Commerzbank has built a 
new headquarters in Frank- 
furt The building, which it 
claims is Europe's tallest 
and which dominates the 
skyline, is due to open soon. 


State to retain 51% of Eni 


By Robert Graham in Rome 

The Italian Treasury will 
keep its stake in Eni, the oil 
gas and petrochemicals 
group, above 51 per cent 
when it sells a third tranche 
of shares next month. 

The decision allows the 
centre-left Prodi government 
to head off political pressure 
to retain control of this stra- 
tegic asset, which is the sev- 
en th-biggest publicly traded 
oil company in the world 
and the largest by market 
capitalisation In Italy. 

However, officials insist an 
offering of more than 20 per 


cent was never seriously 
considered. 

The offer size is not sched- 
uled to be announced until 
June 7, with the book -build- 
ing exercise beginning on 
June 9 and the close of the 
offer on June 27. 

At present the, treasury 
holds 69 per cent of Eni fol- 
lowing two previous sales 
beginning in 1995. The last 
offering in 1996 totalled 16 
per cent after the “green- 
shoe" option had been exer- 
cised, raising L8,900bn 
($5.34bn). The Erst tranche 
raised L6^00bn. 

The main difference in the 


company since the first two 
tranches has been Eni's deci- 
sion in April to incorporate 
Agip, its principal operating 
company responsible for oil 
and gas exploration and 
production. 

Also this month Eni initi- 
ated an important potential 
diversification by signing a 
memorandum of understand- 
ing with Enel, the state- 
owned electricity company, 
to study a joint venture for 
electricity generation. 

The treasury has 
announced it will once again 
be exercising the "green- 
shoe” option to offer extra 


shares if there is demand, 
and will also encourage 
investors with a 1-forlO 
bonus for those holding their 
shares for a year. 

The global coordinator for 
the third phase of privatisa- 
tion is Credit Suisse First 
Boston. The price ceiling 
will be fixed on June 21. 

Last time, a 3.5 per cent 
discount was given on the 
retail price offer, and with 
Eni shares now trading at 
close to L9.000 there has 
been a 30 per cent gain. In 
the case of the first tranche 
price, the gain has been 70 
per cent. 


Serbia bank to borrow in UK 


By Guy Din more in Belgrade 

Serbia’s state-owned 
Beogradska Banka said yes- 
terday it planned to raise up 
to $50m through a private 
placement with a London- 
based bank, the first such 
loan since international 
sanctions against Belgrade 
were lifted last year. 

Mrs Borka Vucic, acting 
manag ing director of Beo- 
gradska, said the six-month 


loan carried a monthly inter- 
est rate of about 3 per cent, 
reflecting Serbia’s high-risk 
status. It would be converted 
into dinars to help local com- 
panies finance production 
for exports. 

Belgrade newspapers said 
the credit would come from 
ANZ bank. Mrs Vucic 
declined to name the bank 
involved until details of the 
loan were made public, pos- 
sibly within a week. 


Foreign banks have 
largely shunned Belgrade 
since the imposition of inter- 
national sanctions against 
the former Yugoslavia in 
1991. The European Union 
and US are blocking IMF 
membership for Yugoslavia, 
which now comprises Serbia 
and Montenegro, until politi- 
cal conditions are met. 

One western banker said 
he doubted Serbia would be 
able to raise substantial 


amounts of funds abroad 
until its IMF membership 
was resolved. 

A Serbian analyst 
described the high rate nego- 
tiated with the foreign bank 
as "catastrophic". Serbia is 
running a large foreign trade 
deficit and has all but 
exhausted its foreign 
exchange reserves. "We 
must find credits to finance 
exports. We need short-term 
money," Mrs Vucic said. 


Mazda depressed by competition 


By Michiyo Nakamoto 

Mazda, the Japanese 
carmaker which is 33.3 per 
cent owned by Ford, forecast 
a return to operating profit 
in the current year, despite a 
decline in sales and another 
operating loss in the year to 
end-March, amid competi- 
tion in Japan. 

Mazda said cost cutting 
and sales of new models 
would help it return to oper- 
ating profit this year for the 
first time in five years, on 
sales higher for the first 
time in six years. 

In a bid to regain lost 


ground and complement its 
product line, the company 
plans to almost double capi- 
tal investment this year to 
Y420bn ($3.64bn), while 
research and development 
and sales costs will rise from 
Y588bn to Y750bn. 

In the year to end-March, 
however, Mazda continued 
to suffer from a lack of mod- 
els suited to the Japanese's 
chang in g tastes and reported 
a Don-consolidated operating 
loss of Y53bn - smaller than 
the Yl26bn operating loss 
last time. 

Sales declined slightly to 
Yl4,268bn, but recurring 


profits rose from Y12bn to 
Y139bn, largely as a result of 
asset sales. Net profits rose 
from Y394m to Y6.2bn. 

Mazda expects to make a 
consolidated net loss, in part 
due to the larger share of the 
loss at AutoAlliance that 
Mazda will bear as a result 
of having Increased its stake 
in its US manufacturing 
joint venture with Ford. 

“We're not where we'd 
thought we'd be in sales," 
admitted Mr Gary Hexter, 
senior managing director. 
Although the Demio, Maz- 
da's small recreational car, 
has been selling very well 


the sluggish performance of 
its saloons depressed sales in 
Japan. 

Exports rose 6 per cent in 
value terms. As Mazda's 
export sales are yen-denomi- 
nated. its gains from the 
yen’s weakness were not 
that pronounced. 

Cost reductions contrib- 
uted Y370bn and are expec- 
ted to add another boost of 
Y400bn this year. Debts have 
fallen from a peak of more 
than Y580bn to less than 
Y400bnu 

Meanwhile, Mazda hopes 
that a range of models to be 
introduced and a full-year 


contribution from the popu- 
lar Demio will help it 
increase domestic sales and 
achieve an operating profit 
this year. ’Die company is on 
track to make operating 
profits in the first half, 
which would be a break- 
through, Mr Hester said. 

Exports will increase in 
the current year, mainl y to 
Europe, where the introduc- 
tion of a remodelled 626 
saloon is expected to boost 
sales. Mazda expects exports 
to rise 10 per cent in the 
year. This wifi help parent 
sales increase 11 per cent to 
a forecasted YlSJOObn. 


Cellular 
phone side 
aids NTT 
advance 


By Michiyo Nakamoto 
in Tokyo 

A strong contribution from 
cellular phone subsidiaries 
helped NTT, Japan's domi- 
nant telecoms carrier, lift 
sales and profits for the 
third year running. 

The telecom group's sales 
in the year to March rose 2 
per cent from Y7.908.6hn to 
Y8.82L8bn ($76bn) and pre- 
tax profits rose 5 per cent 
from Y423,6bn to Y444.6bn. 
Net profits, however, fell 
from Y213J2bn to Y149^bn. 

NTT attributed Its better 
performance largely to the 
contribution from ' NTT 
DoCoMo, its cellular phone 
subsidiary which is to be. 
listed next year. DoCoMo 
has seen sales and profits 
rise strongly on surging 
demand for cellular phones. 
Consolidated sales rose 56 
per cent to a record 
Yl.962.9bn while recurring 
profits increased 74 per cent 
to Y133.3bn. , 

The contribution from 
DoCoMo more than made up 
for the loss from personal 
ban dyp hones or FHS - a 
mobile phone cheaper than 
cellular phones. NTT’s PHS 
subsidiaries collectively 
reported a loss of Y90.7bn, 
largely on high capital 
sp endin g costs. 

NTT’s mainline telephone 
business suffered from tariff 
reductions, particularly in 
the long-distance market 
where it cut tariffs in Febru- 
ary and introduced discount 
rates for a variety of ser- 
vices. The impact of the tar- 
iff reductions and discounts 
came to Y67bn. 

However, buoyant demand 
for on-line communications 
gave a strong boost to NTT's 
ISDN services, which offer 
advanced communications 
links. 

NTT does not expect its 
core telecoms business to lift 
results in the current year, 
although ISDN and multime- 
dia related businesses will 
increase revenues. A strong 
rise Is forecast in group 
sales, to Y9,444bn. as well as 
in profits, to Y519bn, and net 
profits, to Y22Qbn. But these 
are largely attributed to con- 
tinuing growth at NTT 
DoCoMo along with higher 
revenues and smaller losses 
at the PHS subsidiaries. 

NTT DoCoMo is forecast- 
ing recurring profits In the 
current year of Yl82bn. 

• International Telecom- 
munications Japan, the 
international carrier which 
Is to merge with Japan Tele- 
com, reported a drop in 
recurring profits despite., 
higher revenues, because of 
high depreciation charges 
and lower tariffs. 

It saw sales rise 47 per 
cent from Y48.4bn to 
Y705bn, largely on a change 
In accounting. Recurring 
profits, however, fell 88 per 
cent. Net profit plunged 
from Y3.8bn to Y2Zlm. 


INTERNATIONAL NEWS DIGEST 


Axa-UAP reduces 
Elf,BNPstakes 

Axa-UAP, the French insurer wMdt fonnally merged into 

_ - • - -J- aw , Miiw nuui'fh'i hoc DnM SblkfiS IEL 


in 

both E2f Aquitaine, the oil group, rand Banque Nationals 
de Paris, the treating grou^ Hie action comes as part of 
Its policy to reduce a number of i^s large equity . 
investments following the merger, and ata time of a ; 
broads: restructuring; of French capitalism. "• 

: Elf paid FBWJSbn. ($2i0m)'to buy back d,7 per cent of its 
own shares from Axa-UAP on Thursday, leaving the. 
insurer with &2m shares in the group, which represents 
3:4 per cent of the capital and 5.5 per cent of the voting 
rights. 

The transaction came the day after Renault, the car _ 
manufacturer, sold its 09 per cent stake in Elf back to the 
company for FFrLSbn, bringing to an and its participation 
as part of a group of care investors in Elf at the time cf its 
privatisation in 1994. E!lf now holds more than 6 per cent 
of its own shares. ' 

Separately, Axa-UAP said late on Friday night that it 
had sold 5m shares in BNP, cutting its stake to 9.5 per 
cent and weakening the historical CTOS&sbareholding 

between BNP and UAF. . .•■ . 

The latest deals follows the unwinding in the past tew 

months of the cross^shareholding between Elf anS Suez, 

the flagship French conglomerate which recently merged 

with the utilities group Lyonnaisedes EauxJ - 

Andrew Jack. Pans 

PepsiCo to sell PFS 

PepsiCo, the US drinks and snacks group, is to seQ PFS, 
its restaurant supply distribution unit, to AmeriSerye 
Food Distribution, a subsidiary of Hblberg Industries, on 
undisclosed terms. The combination of AmerfServe and 
PFS would create the largest food service systems 
distributor in the US, with more than 5,000 employees and 
1997 sales expected to exceed $5.4bn. ■ ' - . - 

The safe of PFS, which distributes about $a4bn or food, 
equipment and other supplies to around 18,000 
restaurants, is part of PepsiCo's strategy announced in 
January by which- PepsiCo has focused on Frito-Lay, the 
snack business, and Fepsi-Cola, the beverage business, by 
spinning off itsthree large restaurant chains to 
share holders and selling its smaller restaurant c h ai ns and 
PFS. Reuter, New York 

BBY to split shares 

Banco Bilbao Vizcaya became the third of Spain’s big 
hantwi to announce a share split in order to attract mare 
rnnaiT investors. The bank proposed earlier this year to 
remunerate shareholders by reducing the no minal value 
ofitesharafromPta5TCtoPta550.lt has now calle d a 
special shareholders' meeting on June 19 to approve a 
move t first to increase the share value to Pta780 through a 
Pta5LB9bn (3362m) payment from reserves, and then to 
reduce it to Pta260, tripling the number of shares. 

The move by Spain's largest bank by market 
capitalisation, follows a plan by Banco Santander to cut 
the nominal value of its share from Pta750 to Pta250. 

Banco Popular is also set to carry out a share split this 
autumn, reducing its nominal share value from PtaSOO to 
Ptal25. David White. Madrid 

Dresdner Bank climbs 10% 

Dresdner Bank, Germany’s second-biggest bank, turned in 
a lower first-quarter profits increase than its two ma in 
rivals but said this mainly reflected the comparison with 
a very buoyant start to last year. Operating profits before 
risk provisions rose lO.per cent to DM99lm ($S86m). This 
compares with first-quarter increases of 21 per cent to 
DML37bn at Deutsche Bank (after provisions) and one of 
205 per cent to Dl.05bn at Commerzbank (before 
provisions). , 

However, Mr Jfirgen Sarrazin, Dresdner chairman, said 
the result for the first three months was 25 percent 
higher than one quarter of the full 1996 operating profit, a 
comparison that smooths out fluctuations during the 
year. He denied reports that the h ank was interested in 
buying a stake in Deutsche Posthank, due to be 
privatised. Dresdner’s sale of its indirect 10 per cent stake 
in Degussa^the chemicals and metals company, to the 
Veba group would raise DMSOOm, netting it more than 
DMSOOm. Andrew Fisher. Frankfurt 

Acer plans new products 

Acer, the Taiwanese computer manufacturer, plans to 
boost the share of revenues derived from consumer 
electronics from 5 per cent to 20 per cent by the end of the 
decade As part of this strategy it will launch new 
consumer products including GSM digital mobile 
telephones aimed at the European market, digital settop 
boxes, wide-screen televisions, and an “Internet appliance 
device” which will hook up to a standard televisi on <wnT 
telephone line and provide access to the internet's 
information resources. Acer is already a leading 
manufacturer of desktop and portable personal 
computers. Paul Taylor, Taipei 

Strong advance at Fuji Photo 

Fuji Photo Fflm, Japan's largest maker of odour fnm and 
the world's second-largest, saw increased profits and sales 
for the year to March because of strong sales of its new' • 
advanced photo system and foreign exchange gains due to 
the weakening of the yen, The company's aggressive' , 
moves to expand sales in the US during the year 
underpinned a bitter trade dispute with its US rival— 1 - 
Eastman Kodak. The two are now fi ghting their 
before the World Trade Organisation. Fuji Film’s 'recent 
announcement that it would invest about «200m. to build 
its first film-manufacturing facility in the US has 
intensified that rivalry. 

In the year to March, Fuji Film’s consolidated recurring 
profit rose 22.2 per cent to Y1603bn (£L38hn) on sales of 

Yl,252bn, up 15.4 per cent. After-tax profit rose 17.1 'per 

cent to Y855bn. The dividend will be lifted Y1 to Y22. 

Owen Robinson, Tokyo 

Volvo heavy truck sales fall 


Volvo has uuuwimea me continued weakness of itshes 
truck operations with figures showing annualised aaiee 
down 7 per cent in the first four months. The Swedish 
group sold 21,047 vehicles, compared with. 22,585 at the 
same stage last year. Worst hit were its European sales, ' 
\riiererevmues slumped 14 per cent. Volvo said, however, 
that orders had risen and deliveries had picked up in the 
past month. It reaffirmed a forecast that the total - 

itSKS 61 W ° Uld between : 

V 1 ? vo ’ s J sales ““M per .cent imt its : 
nmrket share was unchanged. The group has incurred: 

111 the US 1 fonowfog a sharp drop in thb- f 
It said the deficit was beinginmroyedby 
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US exhibits resilience - for now 


Von rebound 

iwir;bond spread. 
US ijdnus: Japan (%) 
‘ 54 


Total return in local currency to 22 / 05 / 9 ? 


Y et another reason to 
believe in the 
longevity of the 
mighty US boll market? Or a 
hint that this party will 
come to an end before 
too . long - with painful 
consequences? 

The questions are 
prompted by the sight of the 
dollar's extraordinary 
gyrations on the foreign 
exchange markets in recent 
weeks. 

For now, the US securities 
markets have greeted the 
swings with far greater 
equanimity than would have 
seemed likely, suggesting 
an underlying resilience. 
But, given the currency 
markets' tendency to 
overshoot, the greenback's 
sharp reversal In May could 
yet have a sting in its 
tail. 


Last week's temporary 
return of order left the dollar 
at just over Y115, or nearly 
10 per cent below its high at 
the beginning of the month. 
That adds up to the sharpest 
change in direction between 
the two currencies in more 
than a decade. 

However, May’s slip has 
erased only a small part 
of the strong .dollar 
appreciation of the past two 
years. A rate of Y80 to the 
dollar is still a long way 
away. 

But -the reversal has 
provided a timely reminder 
that the rest of the world is 
long on Treasury bonds, and 
that the dollar's appreciation 
has been both a result and a 
cause of this. That includes 
central banks, whose stash 
of US securities has risen by 
nearly a fifth in the 


past year, and Japanese 
institutions, whose return to 
the US fixed income markets 
has been one of the main 
forces behind the dollar’s 
bounce. 

There are also the hedge 
funds and other " buccaneers 
who have come in through 
the side door, using the huge 
difference in interest rates 
to borrow yen to back 
their purchases of dollar 

bonds. 

With that in mind, the 
good news from the past 
month is how well -the 
Treasury bond market has 
stood up to the realisation 
that the dollar's ascent is 
no longer a one-way bet 

This spring's jawboning 
from US and Japanese 
officials has proved 
remarkably successful in 
removing the speculative 


momentum that had built up 
behind the greenback 
without at the same time 
pulling out one of the 
props under dollar bond 
markets. 

In the process, it has 
shown that the hedge funds' 
yen-dollar "cany trade" has 
been less of a force In the 
market than had been 
thought.. 

The dangers of 
overshooting are real, 
fhrmgh- Japan’s decision to 
heed American wishes by 
tempering the. yen's slide 
has been an Important 
psychological turning point. 

Hence the shift in the 
rhetoric by last week, with 
officials in Japan suggesting 
that a rise in yen interest 
rates Is still some way 
off. 

As the chart shows, there 


has already been a notable 
narrowing of the spread 
between US and Japanese 
bond yields, which had been 
widening while the dollar 
rose. But, says Mr Martin 
Barnes of Bank Credit 
Analyst: "There is still a 
huge positive yield spread. 
That isn't going to change 
anytime soon.” 

Also, it is worth rem- 
embering that the supply of 
dollar bonds is waning. 

The US’s strides towards a 
balanced budget are one 
reason. And. as Mr Charles 
Clough at Merrill Lynch 
pointed out in a recent note, 
private sector . borrowing is 
far lower than is normal at 
this point in an economic 
expansion, a sign of the 
strong financial position of 
US businesses and 
households. 



This is the background 
against which the US stock 
market has just climbed 
back to reach another 
record. 

The dollar's reversal will 
contribute to that in part by 
reducing the pressure on the 
foreign earnings of US 
multinationals - the very 
companies on whose success 
the latest leg of the stock 
market’s rise has been 
built 
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To cap it all, the Federal 
Reserve’s decision not to 
raise rates last week has 
removed - at least for now - 
another potential obstacle. 
No wonder equity investors 
have shaken off their recent 
bout of nerves and seem 
convinced once again of 
this market's apparent 
invincibility. 

The dollar's May decline 
could be a harbinger of 
things to come, however. 

» • - j 


This week's Fed inaction 
Is a reminder that, sooner 
or later, the Japanese and 
US monetary cycles will 
turn. 

The big interest rate 
differential will get 
squeezed. It may not happen 
this year, but when it 
does, the US securities 
markets will be tested 
far more severely than 
they have been this 
month. 


Cprr^>iledBy AFXIsiews 


Japanese 
chip makers 
suffer from 
price falls 

Hitachi, Toshiba and 
Mitsubishi Electric are 
expected to show sharp falls 
in annual pre-tax profits this 
week, reflecting the impact 
of lower chip prices. 

“Operating profits of the 
three are expected to fall by 
about YlOObn (S794m) each 
on average because of the 
drop in D-Ram chip prices," 
said one analyst. 

Also weighing on earnings 
will be the heavy machinery 
divisions, with weak demand 
for power plants and moves 
to cut power prices squeez- 
ing margins. 

The focus of the results 
will be the year to March 


1998 forecasts and how earn- 
ings growth may be linked 
to restructuring. 

For microchips, prices of 
16MB and 64MB D-Rams are 
expected to re main stable 
over the' year and this 
should help earnings. 

Hitachi, which reports on 
Thursday, has forecast a pre- 
tax profit of Y230bn far the 
year to March, down from 
Y348.63bn last time. 

Toshiba, which reports 
tomorrow, recently cut its 
pre-tax profit forecast to 
Y120bn for the year to March 
from the previous Yisobn. Jh 
the year to March 1996, 
Toshiba reported a pre-tax 
profit of some Y177.7bn. 

Mitsubishi Electric, which 
also reports tomorrow, 
recently cut its year to 
March pre-tax profit forecast 
from Y78bn to YSObn. In the 
year to March 1996, Mitsubi- 
shi Electric's pre-tax p rofit 
was YX28.4bn. 

. AFX-Asta. Tokyo 


■ Nissan Motor, the Japa- 
nese carmaker, ' is expected 
to report tomorrow annual 
pre-tax profits of between 
Y65bn and YlOObn for the 
year to March, a tumround 
from the previous year's loss 
of Y53.4bn. thawkg to the 
weaker yen. Analysts fore- 
cast sales of Y6,270bn- 
Y6,45Qbn, up from Y6,040bn. 

“Although Nissan’s car 
exports remained at the 
same level as a year earlier, 
the yen's weakness against 
the dollar helped revenue 
rise by Y70bn," said one ana- 
lyst. Growth will largely 
come from expanding sales 
abroad. 

Analysts said Nissan’s 
rationalisation efforts, such 
as cutting staff and reducing 
parts costs, will also have 
helped raise pre-tax profit, 
by about Y20bn. 

. AFX-Asio, Tokyo 

m Mitsubishi Motors is on 
Thursday, expected to report 
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pre-tax profit of Y46.7bn- 
Y56bn for the year to end- 
March, up from the previous 
Y31.3bn. Analysts forecast 
revenue at Ys,400bn- 
YS.GOObn, little changed from 
Y3J540bn. 

Much will depend on the 
way the company treats the 
losses incurred on the 
restructuring of its US unit. 


analysts said. "As the com- 
pany has announced an 
extraordinary loss on the 
restructuring, it is possible 
for the pre-tax profit to foil 
to the level of [the previous 
year's] Y3L3bn...It depends 
on how the company books 
the loss," said one. 

Mitsubishi Motors recently 
said, it would book an 


extraordinary loss of Y43.1bn 
on restructuring of Mitsubi- 
shi Motors Sales of America, 
a fully owned unit 

AFX- Asia. Tokyo 

■ EMI Group, one of the 
world’s largest record com- 
panies with the Beatles. 
Spice Girls and George Mich- 
ael among Its artists, and the 
owner of HMV record stores 
and Dillons bookshops, 
reports year-end results 
tomorrow. Analysts are 
expecting a respectable 
increase in profits. 

Ms Lores T Ubian, analyst 
at Panmure Gordon, fore- 
casts profits before tax and 
exceptional items of £370m 
(f 600 m) for the year to 
March 31, against £342m last 
time. 

EMI benefited from the 
Spice Girls' International 
success last year, but was 
hampered by the stronger 
pound and a weak Christmas 
release schedule. 


■ Anglian Water begins the 
utilities' preliminary results 
season on Wednesday with 
adjusted pre-tax profits pre- 
dicted to be up by at least 2.8 
per cent to £245.4m. 

The company has already 
warned of two separate pro- 
visions. one for £ 2 Dm to 
restructure and upgrade the 
skills of its blue-collar staff, 
and the second to cover its 
international business, 
including an estimated £15m 
for a troubled Brazilian 
water management deal 

Unadjusted, group profits 
could fall by as much as 25 
per cent to £202-2m. The divi- 
dend. however, is expected 
to rise by almost 15 per cent 
to 34. 4p. 

■ United Utilities, the 
water and electricity group 
based in the north-west of 
England, is forecast to report 
on Wednesday adjusted pre- 
tax profits up 16 per cent to 
a headline figure of £317m 


following the absorption of 
its acquisition of Norweb. 
the regional electricity com- 
pany. It is expected to pay a 
dividend of S7.2p, up 14 per 
cent. 

■ Analysts are expecting 
another good set of results 
on Thursday from Siebe. the 
engineering group which 
this month announced a rec- 
ommended £332m bid for 
rival APV. 

Pre-tax profits for the year 
to March, boosted by acquisi- 
tions, are estimated at about 
£415m, giving earnings per 
share of 52p, excluding a 
£5m exceptional gain from 
property sales. This com- 
pares with profits of £331. lm 
on sales of £2.6bn last time. 
The City of London will be 
looking to see if the group 
has met its 10 per cent 
organic sales growth target 
in all divisions and whether 
the cate of growth is likely 
to slow next year. 


Brazil lifts hedge restrictions 


The Brazilian government 
has lifted restrictions ; on 
hedge operations by foreign 
portfolio investors in a move 
seen as strengthening the 
competitiveness of local 
markets, but which also, 
economists suggested, 
reflected concerns over a 
growing current account 
deficit. 

The change applies to 
capital entering the country 
through a channel known as 
Annex IV, which allows 
foreigners to invest in 
Brazilian equities free of a 
financial operations tax 
flOF) charged on fixed 
income investments. 

It ends restrictions 
imposed in August 1995 on 
the grounds that investors 
were using Annex IV to 
construct “boxed" hedge 
operations that amounted to 
fixed income instruments. 

"The return of foreign 
investors will increase our 
contract volume by as much 
as 30 per cent," said Mr 


Manoel Gintra, president , of 
the Sdo Paulo Commodities 
and Futures Exchange 
(BM&F?. 

The exchange is the fourth 
biggest in the world, trading 
an average of 580,000 
contracts a day during the 
past month. 

Mr Cintra said the 
BM&F would work with 
government regulators to 
prevent investors con- 
structing boxed operations. 
“Interest rates are much 
lower today than In 1995 
so boxes are much less 
attractive.” he said. 

Analysts welcomed the 
move, saying it would 
increase liquidity on the 
BM&F and on stock 
Mrrhang PR, although -it W3S 
too early to say how 
much capital would be 
attracted. 

"It has been very well 
received." said one, “though 
some investors are now used 
to constructing hedges 
elsewhere and we will have 


to see how many of them 
return to Brazil” 

Economists said the 
government clearly hoped 
the move, would attract 
foreign capital, though more 
because of worries over the 
current account deficit than 
through concern, for the 
well-being of capital 
markets. 

“The government imposed 
the restriction in 1995 when 
the level of International 
reserves was rising too 
sharply,” said Mr Mauro 
Schneider, an economist at 
ING Barings in SSo Paulo. 
“Now it needs to attract 
capital. The timing of both 
moves makes the motive 
quite clear." 

The strength of Brazil's 
currency, introduced as part 
of an Inflation -beating 
reform programme in July 
1994. has led to a widening 
trade gap expected to reach 
between $10bn and $15bn 
this year. Progress on 
Increasing the comp- 


etitiveness of Brazilian 
exports has been slow; 
meanwhile, the government 
has turned to foreign capital 
flows r to finance the 
deficit. 

The latest change is one of 
a series of measures 
designed to attack the deficit 
and attract foreign capital 

It was announced 
simultaneously with 
restrictions on . credit card 
purchases by Brazilians 
travelling abroad, which 
must now be covered in a 
single payment 

Last month the 
government cut the rate of 
IOF charged on foreign fixed 
income investments from 7 
per cent to 2 per cent and 
the central bank held its 
basic Interest rate steady 
after eight consecutive 
monthly reductions with the 
dual of maintaining 1 the 
attractiveness of fixed 
income and restraining 
spending on imported 
goods. 


FT/S&P ACTUARIES WORLD INDICES 


Tha FT7SSP Actuaries W«M trices an owned by FTSE Intamafenal United. QoUtiwn. Sachs a Ox ml StmdanJ A Poor's. The h*as am compted by FTSE MamricnBl 

FaoUty o( Aduariea 8«i the testate of Actuary r**Ws* &*«««» Ltd b c* the 

SSSKlSSkETS FRIDAY MAY 23 1BS7 — TOURSOAY MAY 22 1997 — — DOLLAfl «D£X ■— 

US %chfl Pound Local Local % Gross US Poo* Local Year 

refer ant* Sterfna Yen DM Cunwcy ehfl from Bw. Doter Storing Yen DM Currency 52 week 52 week ago 

^ ESax 3V12«6 indw Index index Index 31/12/96 Yield Max Index Index Index _1nUK_ H®i _Uw JippmO 


Australia (76/ --.-231 Si 

Austria t?4) -197-86 

Belgium (28) — ...W.34 

Bractf (301 250.19 

— 207.96 


Canada (113) — 

Denmark (32) .588.69 

Finland G8) 27904 

Ff-EnceOn 23032 

Germany (59) - — ,_213-83 

Hang Kong <8Q -- 60S ^ 

Indonesia. (27) .Z25U9 

Ireland (16) 34&6S 

Italy (99) 91 5 

Japan (48$) 132.14 

Malays® (107) 03103 

Mexico (27) _143755 

NemerlandpSl ■ 377l f® 

NewZwtorifU) B7M 

Norway (41) 31206 


Philippines (2?) . 


_ ___ .,...156-76 

Singapore (42) -389.T3 

South Aires (44) .-354.57 

Spain (35) -254-S3 

Sweden (49) ' sfi7 - 81 

Seajaartand J3S -—-297.42 

Thailand (43) . — —.6453 

United iCngdom ■-■299.76 

USA (652) 342.72 


43 

42 

108 

36.1 

06 

10.4 

13.9 

7-fl 

128 

02 

-T.4 

04 

02 

2.4 

-13.0 

173 

123 

-42 

09 

-22.0 

-7.3 

11J 

108 

10.8 

24.7 

-300 

09 

ias 


21057 

179.96 

22052 

23484 

189.15 

353-54 

254.53 
210.03 
184L49 
46238 

204.73 
31030 

8281 

120.19 

40001 

130705 

34049 

79.94 

28487 

144.40 

353JW 

322.51 

231.78 

42032 

270.53 
58.43 

272.65 

311.73 


188.87 

144.32 
184.06 

188.33 

isi.ee 

28052 

304.13 

16044 

15507 

370.73 

164.19 

252.85 
68.49 
9038 

39785 

104058 

27046 

S4.10 

22029 

11580 

283-84 

25883 

185-88 

34189 

316.95 

46.85 

21a.es 

24099 


20048 
173J1 
22130 
22094 
182,79 
341-65 
24537 
20237 
18796 
44074 
19735 
304,69 
80,12 
116.15 
46076 
126357 
33154 
7725 
275.10 
13054 
34&04 
311 SB 
22339 

411 m 

361 A3 
58AB 
263.48 
30124 


2oire 
173B5 
217.18 
608.00 
206.82 
340-38 
29058 
206-34 
■ 187^5 
50R06 
337.13 
323.05 
11333 
96-38 
51151 
12383 JX) 
32751 

67.54 

290-23 

208.71 
256.79 
348.57 

27528 
52555 
259-51 
S3 . 95 

272.63 

342.72 


8 2 

14 A 
213 
403 

9.8 
205 
26,1 
185 
235 

03 

15 
18.0 
ias 

1.8 
-125 

175 

23*4 

- 2.1 

165 

-215 

-5.7 

65 

27.1 
235 
30.7 

-323 

11.1 
135 


Americas (822) 
fiurapa (72fi) . 


Horde (150) ... 

PaUflc Basin ^82) 
&JW- Pacific (1607) — 

r Jotth America (76^ _ 
Etacpe Ex. UK (5)4) — 
Pacific Ex. Japan (397) 
World Ex US (1821) - 
World EjlIK (2262) 
WorM Ex. Japan 


.513-75 

56458 

.401.48 

,...isa3i 

...197.95 

,,334.52 

._23ase 

.50755 

-J20151 

-541.01 

504.62 


1 35 28557 

105 24058 
10.7 365.17 

1.1 136.72 

6.1 179.96 
135 30457 
125 217.35 
-25 £79-28 

6.7 18351 
102 21922 
11 5 27757 


228.88 

192.77 

292.85 

10954 

14452 

24451 

17450 

223-97 

T46.77 

17530 

22250 


275.77 

23259 

352.39 

132,12. 

17351 

29453 

21054 

26959 

17656 

21154 

29756 


264.13 

24255 

390.60 

11057 

16054 

333.75 

220.74 

269-10 

16655 

21148 

28344 



3.85 

234.33 

212-54 

171.72 

20028 

199.63 

234.37 

18844 

20648 

1JBS 

197.14 

17082 

14447 

17055 

173.50 

19746 

174.70 

19024 

3.2S 

24093 

22070 

1B3.16 

22042 

21042 

252.34 

206.70 

211.11 

141 

257.64 

233.68 

18081 

22081 

50740 

25840 

16245 

16746 

1J8 

20022 

188.14 

15039 

18086 

203.70 

20746 

154.12 

18346 

148 

366-53 

350.60 

28027 

34027 

33005 

380.86 

202.89 

296.95 

1.52 

27071 

25099 

202.79 

24060 

29842 

279,84 

166.67 

182.56 

2.75 

229.11 

207.81 

167m 

20149 

20442 

23244 

16644 

19443 

1.51 

212 29 

182.55 

1 55-57 

18648 

18640 

21343 

187.18 

189.07 

2-89 

S053T 

46057 

37050 

44547 

502-16 

514^49 

407.55 

433.31 

1.G9 

22334 

202.58 

18068 

19061 

334.50 

- 

- 

- 

3-02 

348.63 

31441 

254.02 

305.15 

322.11 

35048 

27006 

27841 

221 

9031 

8248 

6032 

8009 

iiaie 

S842 

7346 

82.79 

082 

13019 

11009 

9641 

1U41 

95.41 

15825 

10747 

155.60 

1.33 

525.08 

47027 

38400 

48024 

506.07 

66046 

510.10 

55940 

121 

1442JJ1 1307^6 1058.78 128943 

1240347 1445.66 111045 1310.77 

2.39 

37038 

34 1J7 

27081 

33141 

32640 

377.65 

27048 

295.60 

426 

. 88.42 

8020 

84.79 

77.93 

87.60 

95.60 

7544 

79.68 

2J» 

311X* 

2B2.17 

22737 

27345 

28742 

32143 

24844 

246.15 

089 

15025 

141.73 

11401 

13746 

205.42 

- 

- 

- 

7.17 

38057 

35039 

284L71 

34241 

25628 

448.01 

38048 

413.15 

2.46 

35648 

32033 

28123 

31190 

34857 

370.12 

301.40 

35067 

237 

2B&BO 

'46134 

23029 

18008 

22341 

27440 

2SS.72 

17141 

17748 

137 

41001 

33045 40057 

51742 

487.81 

33445 

36058 

1^0 

296-53 

26096 

2i7m 

251.04 

25940 

297^2 

22048 

23028 

4.88 

63.85 

5731 

4079 

5021 

63.66 

16049 

59,75 

175-75 

065 

30000 

272.12 

21945 

264.10 

272.12 

303.18 

229.63 

230.10 

1.78 

33015 

30071 

247.81 

29748 

338.15 

342.72 

2S4.79 

275.36 

1.78 

30065 

20X87 

22093 

27240 

26048 

313.75 

23349 

251^1 

2.62 

26033 

23085 

19248 

23142 

241.59 

264.79 

204.71 

207.72 

134 

39723 

38035 

291,74 

348.73 

396.10 

40U8 

207 .45 

20030 

130 

14069 

134.77 

10349 

13040 

109.35 

17185 

127.18 

168.74 ; 

2.03 

19645 

17018 

14346 

17244 

15942 

198.16 

17355 

18447 

1.79 

330JI8 

29038 

24149 

20048 

32947 

334.52 

248.85 

288^4 1 

2M 

237.51 

21543 

17448 

200.09 

21942 

23846 

185.65 190^8 

2.70 

30087 

27018 

224.74 

288-57 

28&31 

320,65 

2SS47 

29081 

2J>1 

189.79 

1B1.22 

146.42 

175.88 

16S48 

201.27 

17644 

188.18 

1.72 

23033 

21018 

174.86 

20041 

20947 

241.01 

19948 

212.15 

2.13 

301 39 

27082 

22153 

265.76 

290.85 

304.62 

233.10 

24649 

1JI 243 £1 22086 17053 214.45 215.00 246.06 20232 21332 | 


Ever been judged 
by the company 
you keep? 


Enter the Arthur Andersen Enterprise Awards for 
Best Business Practices and keep company with 
the world's best 

These awards are definitely not for trophy 
hunters. Nor are they for industry giants. They're 
for ambitious companies genuinely interested in 
sharing best practice knowledge with some of the 
world's most exciting enterprises. 

Started by Arthur Andersen in 1995, these 
international awards are coining to the UK for the 
first time this year and this is your opportunity to 
share and learn new ideas which will drive even 
better business performance. 


Companies are assessed by regional panels of 
independent judges. Winners in four categories - 
customer satisfaction; motivating and retaining 
employees; building strategic alliances; going 
international - will then have the chance to 
compete on a worldwide stage in Chicago, home 
to Arthur Andersen's Centre for Professional 
Education. 

The Enterprise Awards are open to companies 
which turnover more than £3 million and employ 
up to 500 people. If you've got what it takes to 
compete against the world's best call us now for 
details on 0171 466 6504 or e-mail us at 
uk-enterprise@arthurandersen.com 
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You'll be in good company. 


Gosing date for applications is 12 June 1997. 

Quote reference: ENT 4 


.Arthur 

Andersen 


Arthur Andersen is authorised by the Institute of Chartered Accountants in England and Wiles to carry on investment business. 
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Technical factors, as 
■ opposed to fundamentals, 
had the greatest mflnence on 
US maxisets last week, and 
this will probably continue 
when traders resume on 
Tuesday after their long 
weekend. 

Sentiment was boosted by 
the Federal Reserve's 
decision not to tighten 
monetary policy last week, 
but speculation has already 
started on whether Mr Alan 
Greenspan, Fed rhahman, 
will choose to tighten in 
early July. 

Equities in particular were 
helped by the Fed’s decision 
on base rates, and the Dow 
Jones Industrial Average, 
measuring 30 blue-chip 
stocks, rallied to a record 
close on Friday of 7,345.91. 

Analysts were impressed 
by the way the rally was not 
limited to the largest stocks, 
and smaller companies 
indices, which have 
under-performed badly for 
the last year, also started to 
post strong new highs. 

However, worries about 
the extra supply due this 
week held bonds back. 

Key events this week 
could be the treasury’s 
auctions of two-year notes 
on Wednesday, and of 
five-year notes on Thursday. 
If the market has difficulty 
absorbing them, higher bond 
yields could act as a 
dampener on stock prices in 
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the next week. 

Hie new economic data 
expected this week is 
unlikely to have a 
significant impact an the 
markets. Wednesday brings 
the durable orders figures 
for April - expected by a 
consensus of analysts to 
show a rise of 1.0 per cent, 
following a fall of 3.0 per 
cent in March, according to 
Standard & Poor’s MMS - 
while Friday sees the 
preliminary release of gross 
domestic product figures for 
the first quarter. 


COMMODITIESBy Susanna Voyle 


The post-election rally 
showed some-signs of 
r unning out Of Steam IflSt 

week and there seems little 
on the horizon to kick start 
it again over the next four 
trading days. 

Thursday’s trade figures 
and Friday’s mortgage 
lending numbers are the 
only economic statistics of 
note; for once, there are no 
monetary meetings 
involving, or pronounce- 
ments expected from, the 
Bank of England. 

The big marketmoving 
news is likely to come from 
elsewhere with the first 
round of the French 
elections potentially 
provoking some debate 
abont the prospects for 
European monetary union 
and the revised first quarter 
US gross domestic product 
numbers possibly raising 
questions about the Federal 
Reserve’s recent decision not 
to raise interest rates. Some 
fear that the Fed will have to 
make up for Its inaction in 
July. 

While the UK stock 
market bas had its own 
reasons for setting all-time 
highs, the favourable 
international background of 
low inflation and low 
interest rates bas 
undoubtedly played its part 

Domestically, the economy 
continues to divide into a 
flourishing consumer sector 

• ' '■ V v V. ■ 


London set for pulp futures 


Trading of pulp futures 
starts in London for the first 
time this week. 

More than 15 wood pulp 
producers and consumers 
have lined up to start deal- 
ing in the electronically- 
traded contract which will 
be launched on Thursday. 

OMLX, the London-based 
securities and derivatives 
exchange operated by OM 
group of Sweden, says the 
contract will give players in 
the pulp and paper industry 
- either sellers or buyers - a 
way to lessen exposure to 
price fluctuations through 
hedging. 

Pulp has proved to be 
highly volatile over the past 
few years. From $400 a tonne 
in 1994, it soared to $950 in 
1995. Six months later it ha&. 


fallen to S500. where it lan- 
guishes now. 

“This volatility is not 
unique to the pulp and paper 
industry,” says OMLX. 
“What does make the pulp 
and paper industry special in 
comparison with other vola- 
tile and global commodity 
markets is the fact that it 
lacks a hedging mechanism. 

“Without the ability to 
manage pulp and paper 
risks, you are caught up in a 
never-ending game of 
chance.” 

The new contract - called 
Pulpex - will be a direct 
challenge to the wood pulp 
Futures market started by 
Finland’s Futures and 
Options Exchange in Febru- 
ary. The Finnish market. 
. however, has not been very 


successful, trading some 100 
contracts in the first three 
months against a forecast of 
20,000 for its first year. 

The London market will 
offer two dated contracts - 
one for September and one 
for December, with options 
trading on both starting 
three business days after 
Thursday. 

The London contract will 
have a physical delivery sys- 
tem. Stocks of pulp will be 
stored in five warehouses in 
three ports - Antwerp. Rot- 
terdam and Temeuzen. 

Each contract - of north- 
ern bleached softwood kraft 
(NSKB) - will be for 24 
tonnes. The daily settlement 
price will be determined by 
taking the last traded con- 
tract of tee day. - - 


CROSS BORDER M&A DEALS | 

BIDDER/INVESTOR 

TARGET ' 

SECTOR 

VALUE 

COMMENT 

Cable & Wireless (UK) 

Intel (Panama): 

■ * ’ J 

Telecoms 

$652m 

Sector shake- 
ups continue 

SBC Warburg {Swttz/UK) Dflkm Read (US) 

Banking 

S6O0m ' 

ING loses Interest 

Vattenfall (Sweden) 

Savon Voima (Finland) 

Power 

$155m 

Expansion stalled 

Goodyear (US) 

Sava [Slovenia) 

Tyres 

Si OOm- 
pfas 

Intent on 
majority stake 

Da La Rue (UK) 

Unit of Phillips 
(Netherlands) 

Business 

services 

S88m 

Smart move in 

France 

Omega Healthcare (US) 

Quality Care Homes (UK) 

Healthcare 

S75m 

Cash finally accepted 

Fenner (UK) 

Scandura (US) 

Engineering 

S7l^m 

Heavy duty leapfrog 

KhglMwr (UK) 

BCC Holding Amsteiveen 
(Netherlands 

Retailing 

S54m 

Continues cont- 
intentai growth 

Bell HeOooptBrs (US) 

IAR Ghimbav (Romania) 

Aviation 

$2 5m 

Privafealior landmark 

Innovative Technologies 
(UK) 

Unit of Potymedica 
(US) 

Healthcare 

$2 Om 

Conditional 

deal 

“ 


SAirGtoup 

//// 

formerly Swissair Swiss Air Transport Company Ltd. 

Announcement to holders of shares, 
dividend-right certificates and bonds 
in Swissair Ltd. 

At the request of the Board of Directors, die Ordinary General Meeting of Sharehol- 
ders of 22 May 1997 agreed the introduction of a holding structure and the change of 
name of the company from Swissair Swiss Air Transport Company Ltd. to SAirGroup. 
These changes reflect the fact that having started operations purely as an air carrier, 
Swissair is now a group of companies active in a range of airline and airline -related 
operations. Swissair, as a subsidiary of the SAirGroup holding company, will retain 
its characteristic brand name and logo. 

As a result of the above name-change, all outstanding securities on the Swiss 
Exchange will ba listed under 

SAir Group (formerly Swissair Swiss Air Transport Company Ltd.) 

as of 26 May 1997. Existing security numbers, together with the terms and conditions 
in respect of bonds already issued, will not be affected by the change. As there is no 
danger of confusion, there will be no exchange or cancellation of the physical certifi- 
cates. 



Secofty 

na 

ISM 

Registered sham witn a par value of CHF 350 

238 075 

CH0002380753 

DhndeKHIght certificate wltfi no par value 

238 079 

CH00023607B5 

CHF M Ha 4.625% bond 1980-2005, tractw A (variable rate, mfa 35b, max. 8%) 

120763 

CH0001207635 

CHF 36MKL 4,625% bond 1960-2005, trmtie B 

(variable rale from 1991. min 37*%, max. fl%) 

120763 

CH0001 207643 

CHF 100 Mia aOM% bond 1387-2001. ex warm 

120786 

CH0001 207865 

CHF f» Mia 4.750% band 1988-2013 (variable raffi (him 2000, min 3%%. max. 8%j 

120756 

CH00012075K 

CHF200 MJa 5.125% bond 1989-2003 

120790 

CH0001 207905 

CHF 100 Mb. 3250% txmd 1989-1999, ex warrants 

120 792 

CH0001 207924 

CHF 200 Mo. 5500% bond 1993-2003 

093939 

CH0000339394 

CHF 150 Ma. 6250% bond 1994-2002 

281 896 

CH00D2818S68 

CHF 150 Wa 6250% band 1995-2005 

353 299 

CH0003S32998 

CHF 150 Ma 2.750% bond 1996-2004, wm wananti (CHF 5000-40 warrants) 

493147 

CH0004931470 

CHF 150 Mia 2.750% bond 1996-2004, ex wananS 

493149 

CH0004931496 

Warrants attached » 1750% bond 1996-2004 
(10 wanaifc=1 registered share in SAiGroup)* 

493151 

CHDQ04931512 


‘Sana price CHF 1300.-, mtfurify: 2. August 2000. 4 p. m. 
Zurich, 26 May TS97 


SAirGroup 

The Board of Directors 
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and an industrial sector 
struggling to cope with the 
strength of the pound. 

Profit warnings have been 
taking their toll of a number 
of, mostly second-line, 
stocks, emphasising the 
importance of share 
selection. 

This week's batch of 
results comes from the 
demerged Thorn and EML 
Siebe and a batch of 
utilities in the form of 
Anglian, South West and 
Yorkshire Water and United 
Utilities. 


Friday’s rally left most 
European bourses pressed 
firmly up against all-time 
peaks. 

PARIS 

The French bourse could be 
an interesting place this 
morning as the results of 
yesterday’s first round vot- 
ing in the general election 
filter through to the stock 
market. 

Although most political 
commentators remain con- 
vinced that Mr Jacques Chi- 
rac's coalition will eventu- 
ally emerge in a w inning 
position, share prices were 
bes»t by all sorts of doubts 
on a . number of trading ses- 
sions last week. 

Mr Roger Monson, chief 
equity strategist at Daiwa 
Europe, says any renewed 
weakness, could present good 
buying opportunities:' He 


German shares remained 
buoyant last week, rising 
above the previous week’s 
dose which had pushed the 
DAX index of 30 top . .. 

companies through the 3,600 
level for the first time. At 
the end of floor trading on 
Friday, the Dax stood at 
3,602.19. It took a further big 
step upwards in electronic 
trading to dose at 3,621.72. 

This came after a week of 
encouraging economic data 
which showed money supply 
growth slowing and 
economic activity picking up 
in the second quarter. 

M3 money supply growth 
slowed more sharply than 
expected in April, with the 
annualised rate of growth 
felling to 6.7 per cent from 
S3 per cent in March. This 
took it close to the 
Bundesbank’s per cent to . 
65 per cent target corridor, 
but analysts at UBS said 
farther falls in the growth 
rate were unlikely to prompt 
speculation of a cut in 
German interest rates. 

This Week holds a rash of 
company news, including 
Allianz *wnr»ti results an 
Wednesday. Daimler-Benz is 
also holding its annual 
shareholders’ meeting on 
Wednesday. Commerzbank 
holds its AGM on Friday. 
Corporate news last week 
included the purchase by 
Veba, the power and 
industry group, of a 36.4 per 
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cant stake in Degussa, tee 
c hemical-* concern 
On tee economic front, 
there is likely to be mare 
consumer price data 
trickling out this week. 
Import price figures are 
likely to show a fan in the 
ottitmI inflation rate to 
about 2.1 per cent In April, 
according to J. P. Morgan. A 
subdued 

inflationary performance 
could again help bond prices. 
These rose farther last week, 
leading to a modest fall in 
band yields. 


S igns that the dollar has 
settled at Y116-Y117 for tee 
time being calmed markets 
on Friday. Exchange-rate 
turbulence earlier in the 
week had panicked investors 
and sent the Nikkei 225 
fnrt«r plunging back below 
the 20,000 level, after 
substantial gains in 
preceding sessions. 

The 225 index rose 136.61 
to end the week at 20,009, 
after sliding 2.4 per cent on 
Wednesday on the dollar’s 
plunge to Ylll- If currency 
markets appear stable after 
the holiday weekend in the 
US and Europe, stocks are 
expected to trade an tee 
upside of 20.000. But gains 
may be capped at 21,000, as 
the market is due for a 
consolidation phase after its 
sharp rise and retreat. 

Investors may harbour 
lin gprirtg CGHCGR1S about 
export-driven shares, which 

tumbled on the dollar’s 
recent fall However, 
analysts say many blue-chip 
exporters have now fallen to 
attractive levels. Buying 
interest will also track tee . 
corporate results season, 
which ends this weak after 
last Thursday’s peak. 

Japanese government 
bonds will benefit in tee 
short term from official 
initiwitinng that inter est 

rates will not be raised in 
the next few mouths. 
Speculation of a July rate 





points out that bonds and 
tee franc have not shared in 
the general run of election 
jitters, and that there is 
plenty of French precedence 
for small majority coalition 
parties ruling very effec- 
tively. 

Ahead of Sunday's second 
round vote, there is limited 
corporate news. A number of 
companies hold annual 
meetings, including hotels 
leader Accor, retailer Casino 
(both of which have been 
link ed with various takeover 
stories this year), car giant 
Renault and LVMH. the lux- 
ury goods group. 

Shares in the latter hit a 
nervous patch last week fol- 
lowing the news that newly 
acquired Duty Free Shops 
had lost out on a couple of 
Hong Kong airport conces- 
sions. Bat HSBC James 
Capel remains a firm buy on 
'the stocks ^ - 


Tbe broker suggests that 
the yen exchange rate, up 
smartly against the dntiar in 
recent sessions, is the real 
key to -DFS’s earnings since 
Japanese tourists account 
for more than 65 per cent of 
its Asian turnover. 

AMSTERDAM 

Three component companies 

of the AEX, tbe leading 
Dutch stock market index, 
make themselves available 
this week. From the finan- 
cial sector. ING and Fortis 
Amev pump out first-quarter 
results while chemicals 
group Akzo Nobel hosts an 
analysts meeting. 

ING hit the headlines last 
week when it published a US 
listing prospectus which 
showed 1996 Bantings to be 
41 per cent higher under US 
accounting. The shares 
ended the week 8 per- cent 


higher and hoping for more 
good news when the 1997 
first quarter numbers 
emerge on Thursday. 

MILAN 

Is this the week that the 
Bank of Italy makes its long 
awaited move on interest 
rates? Last week’s prelimi- 
nary inflation for May was 
positive and the market bet- 
ting is for a rate cut of 
between 50 and 75 basis 
points. But most analysts 
feel that tbe central bank 
may continue to resist down- 
side p r e s s u re until the end of 
next monte when a clearer 
picture of government 
spending cuts becomes avail- 
able. 

Italian hank mergers are 
even more in focus following 
last week's news of a link-up 
between Cartplo ... and 
Ambroveneto.-^Havmgrfeiled 




increase had bean persisting. 

But in an interview 
published on tbe weekend, 
Mr Eisuke SakaMbara, the 
ftnanwi ministry's << Mr Yen," 
suggested teat Japan’s 
PfXypmnir fundamen tals had 
not yet sufficiently 
recovered for tee Bank of 
Japan to raise tee offi cial 
discount rate, now at 0.5 per 
cent, any time soon. 
However, Mr Sakakibara 
warned investors should 
expect an increase to l per 

cent “some time in the year 
ahead”. 


to win Cariplo, BO is said to 
be working hard on alterna- 
tive potential alliances. 

HONG KONG 

Fever pitch excitement 
among - china stocks (red 
chips) following the massive 
oversubscription for the Bei- 
jing Enterprises flotation, 
hoisted Hong Kong to record 
levels on Friday. 

(Vm firm pH nervousness in 
many competing Asian mar- 
kets in the wake of the flight 
by foreign investors out of 
Thailand also helped senti- 
ment. 

Beijing Enterprises makes 
its stock market debut on 
Thursday. The issue is said 
have hem 1.000 times sub- 
scribed and to have tied up 
HKS200bn in tee local bank- 
ing system as investors 
scrambled to buy a slice of 
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Holiday may give central banks chance to adjust 


The currency markets start 
the week with a whimper, as 
both New York and London 
will be dosed far holidays 
today - which may encour- 
age some central banks to 
manipulate th’eir currencies. 

Late last weds a few cen- 
tral bankers took advantage 
of weak dollar flows to prop 
up or fine tune their 
exchange rates. That gave 
respite to some emerging 
market currencies, which 


were buffeted by the 
unwinding of positions 
founded on cheap Japanese 
yen borrowing. 

The mere threat of rising 
Japanese interest rates sent 
money out of higher-yielding 
currencies, such as the 
Czech koruna and tee Thai 
baht However, there is little 
in tee way of data being pub- 
lished during the week to 
spark the yen’s rise, in the 
manner of April’s trade sur- 


plus of Y831bn ($7.2bn). 

On Friday the May CPI 
inflation figures for Tokyo 
will be published. Product 
price rises and increases in 
services following April’s 
higher consumption tax 
should be offset by price 
cuts. 

But any rise in the rate of 
inflation might be undercut 
by Friday’s figures for large- 
scale retail store sales. They 
racketed 14 per cent in 


March as shoppers rushed to 
beat the consumption tax 
rise, and the drop back could 
be just as steep. 

The UK’s trade balance 
could spell problems for the 
pound, if Thursday's figures 
for visible trade in March 
and non-EU trade in April 
exceed expectations. 

A visible trade deficit of 
more than Elbn could ring 
loud wanting bells for the 
strength of sterling. 


although it will further high- 
light the policy dilemma of 
the monetary and fiscal mix 
to be adopted to combat it. 

June 6 is a key date for the 
market on both sides of the 
Atlantic. The combination of 
non-farm payroll figures in 
the US and in the UK the 
first meeting of the newly-in- 
dependent Monetary Policy 
Committee of tbe Bank of 
England will cast a shadow 
over the coming week. 


FT GUIDE TO WORLD CURRENCIES 


The table below gives the Jatagi available rates of exchange (rounded) against four key oarendes on Friday, May 2% 1997 . In 
ratas except where they oa shown to be otherwise. In some cases market rates have been calcutted 


caaes tbe rate Is nominal. Marital rates are the average of buying and a attng 
Iram those of foreign ctarandes to which they are tied. 
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MARKETS: This Week 



Bangkok rally generates false hopes 


Last week’s &5 per cent rally 
in the Bangkok stock maricet 
may have raised some false 
hopes among domestic Thai 
investors, after this year's 30 
per cent slide in share 
prices. 

Investors had been run- 
ning scared from this 
month's currency troubles, 
but sentiment was lifted 
after Btlbn in support from 
Thai basks entered the mar- 
ket, artificially pushing up 
the value of widely held 
large cap stocks. 

“Sure, the light ahead 
might be the end of the tun- 
nel," says the head of 
research at a big brokerage 
house. “But I fear it’s from 
an oncoming tram.** 

"Carnage” could ensue, 
says another foreign broker, 
and many fund managers 
and analysts say this is 
likely to make Thailand 
unattractive for even the 
most risk-prone investors for 
the rest of the year. 

Even that scenario 
assumes that trading in the 
Thai baht remains calm, as 
it did last week after the 
Thai central bank imposed 
selective c api t a l controls to 
deter speculators. 

Another attack on the 
baht would mean that even 
the most pessimistic bets are 
off. 

Few are even betting any 


more. Foreign investors, 
who over the past four years 
have determined the overall 
direction of the Thai market, 
remained net sellers over the 
week despite the entrance of 
the support fend. 

"The record 

fends has been dismal ,' 

Mr Supavud Saicheua, 
senior vicepresident at Pha- 
tra Thanakit. a leading Thai 
securities house: 

“And this one is being 
fended by banks who must 
raise the money from some- 
where - which is bound to 
come back to hurt the mar- 
ket through poor bank earn- 
ings, or because the banks 
want have money to lend to 
other companies." 

Another Bt2bn a week will 
enter the market for 
the next two weeks, spurring 
rallies that will, according 
to some brokers, be the 
last opportunities to get 
out 

That chance may not even 
come. The collapse of the 
planned bail-out of Finance 
One. the country’s largest 
finance company, by Thai 
Dann Bank after the close of 
trading an Friday has every- 
one spooked. 

Either the government 
will engineer a rescue of 
Finance One in the name of 
protecting the financial sys- 
tem, thus upsetting foreign 





investors who want to see a 
company or two actually go 
bust, or it will let Finance 
One fail, scaring domestic 
investors who will abandon 
the entire ffnan«» sector in 
droves fearing that other 
companies will follow suit 

Same investors claim that 
with the market down 58 per 
cent since its 1996 hi g h , com- 
panies are starting to look 
cheap. But that does not nec- 
essarily mean that they are 
buying. 

“It’s getting cheaper by 
the day so there ought to be 
some value out there,” says 
Mr Mark D. ten Hove, execu- 
tive director and chief 
investment officer at OCBC 
Asset Managnm^nt in Singa- 
pore. 


1NG BARING SECURITIES EMERGING MARKETS INDICES 
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week an week movement Month on month movement 
Actual Percent Actual Percent 

Year to date movement 
Actual Percent 

world (449) . 

Latin America 

— 176.99 

+2.60 

+■1.49 

+3.18 

+1.B3 

+1668 

+1054 
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+9.76 

+2052 

+19.15 

Brazil (24) 

359^2 

+3-61 

+045 

+27.48 

+827 

+98.79 
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Latin America ( 11 9) 
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+2.77 

+2.05 

+1929 

+1620 

China (27) 

62.03 

+022 

+1.50 

+167 

+3.10 

+555 

+082 

Indonesia (30) 

149.49 

+006 
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254.18 
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Taiwan (31) 
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+1664 

+868 

Thailand 
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+526 
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+321 
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“But I don’t see a con- 
certed effort by the authori- 
ties to clean up Thailand’s 
economic problems so I 
think a Japanese pattern 
might emerge where the 
market trades between 500 
and 600 or 550 and 650 for a 
number of years. It’s going 
to be pretty dull.” 

Or it could be exciting for 
those who might be involved 
in illegal short-selling, as 
was alleged by the Thai 
Securities and Exchange 
Commission last week. Some 
brokerages are said to be 
doing good business offering 
options on the Thai market 
that kick in at as low as 380 
points. 

With many foreign inves- 
tors redeeming their Thai 
mutual funds, and domestic 
mutual funds winding up 
over the next year, there is 
going to be automatic sluing 
pressure on some of the 
country’s most quality 
stocks, like Bangkok Bank 
and Thai Farmers Bank, 
which form the core of most 
funds’ holdings. 

Meanwhile, two problems 
will emerge for commercial 
banks over the summer. 
First the banks- have to 
make extra provisions for 
doubtful loans, which will 
hurt earnings and dampen 
sentiment. 

Second, they will have to 
reveal the extent of their 
non-performing loans for the 
first time. 

If the numbers are high, 
investors are likely to selL If 
the numbers are low. inves- 
tors will believe it is because 
they have been allowed 
some leeway over how to 
classify their loans and 
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NOTICE 

is hereby given to the SharehoUos that the Annual General Meeting of die Star 
either held at Die R egistered Office of the Company on first call on June 25. 1997 at 


with the following 


of the Sh a re ho lders of INA SpA will be 
r. at Die 


1030 ajn. or. , 


AUDITORIUM DELLA TECN1CA 
in Rome, Vide Topirti 65, 
on Jnne 27, 1997 at IQ 30 ajn. [second caffi. 


AGENDA 


1. Approval of the Rnanod Statements as of December 31, 1996. Submission of the Reports of the 8oard of 
Directors and the Board of Statutory Auditors. Approval of the resolutions concerning Die above. 

Submission of the Cbnsolidated financial St a temen ts of the INA 6roup as of December 31. 1996. 

2. Appoin t ment of the external auditors for the financial statements of INA and the INA Group, including the 
Annual Report on Form 20- F, tor the three-year term 1997/1999. 

3. Appointment of the external amfitan far IIWs interim financial st a tement s far the three year-term 1997/1999. 

4. Appointment of a member of the Board of Directors. 

5. Renewal of the authorization to the Company to buy hack and rcsefl its own shares. 

6. Stock Option Plan; relevant resolutions. 

Shareholders who wish to attend and vote at the Meeting must deposit their Shares at least five days prior 
to the date fixed tor the Meeting at the registered office of INA SpA in Rone, Via Sallustiana no. 51. or with 
one of the following banks Instructed by INA: 

Bancs Gommeniale tolrara (indufing the London Branch), Bancs di Roma, Bancs Naaonale del lavoio. Banco di 
NapoD, Casa <S Risparmto defle Pmvinde Lombanfe. Oedito Itafiano, M, INA Banca-Marino, btituto Bancar fa San 
mo di Torino, Monte del fasten di Siena, The Bank of New York, Monte Iftnfi SpA [far the shares dealt with by ft). 

Owners of ADRs (evidencing ADSs, each representing ten Ordinary Shares of INA SpA, listed on the New 
York Stock Exchange), reg i stered on the bods of The Bank of New York (the Depositary) as of May 23. 1997. wiH 
be entitled to attend (but not vote at] the Meeting upon written request to Ihe Bank of New York. 

The right to vote may be exercised also by mad according to the "Regulation concerning the toms and 
conditions to exercise the voting right by mail* issued jointly on December 30. 1994 by BANCA D“ ITALIA, 
C0NS08 and ISVAP, and published in the Gazzetta UffidaJe (Official Gazette) no. 4 on January 5. 1995. 

The voting cards to be used tor voting by mail, accompanied by the proposals submitted by the Board of 
Directors and the documentation and reports concerning all the items on the Agenda, excluding item no. 1, will 
be available from the date of publication of the notice hi the 6azzctta Officiate (Official Gazette) until the date 
fixed for the Meeting at the Company's registered office and at the main offices of the above- me n tion ed banks. 

The documentation and report concerning item no. 1 on the Agenda vriH be avallabte from June 10, 1997 at 
the same places as indicated above. 

Shareholders who wish to vote by mail must promptly contact one of the above- m e nti oned banks and 
deposit with them their shares or, pursuant to art. 3 of Law No. 289 of June 19, 1386* a receipt evidencing that 
their shares arc held with Monte Trtoii SpA. 

These banks mil provide them with an admission ticket, a voting card accompanied by the resolutions to be 
approved and the relevant reports, and a pre-ad dressed envelope to be used to send Che afore- mentioned 
documents to the Company. 

The voting cards with the relevant documentation will be also available at every bank a ss ociated with 
Monte Trtoii upon prompt request by the Shareholders. 

The voting cards with the admission tickets must be received by: INA SjxA - Servtao Sodetario. Via 
Sathtstisna, SI - 001 87 Rome ITALY, by June 20. 1997- 

VbtingcanhtoceivdhylfoOniTip^allCdtK^aMBtBlgBBlitBgJMKMBMMfcilKatlfeiaJfcteB 

wiB not be tafaoi into account tor purposes of determining the quomm tor the Meeting or for voting purposes. 

Unsigned voting cards will not be taken into account for voting purposes. 

TTmviMety mall must be excerciseddmctiy by the shareholders and cannot be exrarosed by proxy 

On behalf of 
The Board of Directors 
The Chairman 
Dt Sergio Sglientf 

Shareholders are kindly requested to present themselves at the Auditorium della Teen tea - where the 
Identification of the Sharehoiders tor tire admission to the Meeting wifl take place - try KUO am. on June 27. 
1997 in order to allow the Meeting to be opened on time. 

For further information please contact SERVIZIO 50QETARI0, telephone numbers: 0039-6/4722-4024, 
0039-6/4722 -402 6, 0039-6/4722-4360, fox number 0039-6/4722-4(01 . 


The Financial Times plans to publish a Survey on 

Leeds 


on Thursday, July 3 


For further Information, 
please contact; 

Rat Looker on 
Tel: +44 161 834 9381 
Fax: +44 161 832 9248 

or your usual 

Financial Times representative 


FT Surveys 
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are likely to sell, fearing 
a continued pattern of lax 
regulation by the central 
bank. 

Another tim* bomb is tick- 
ing in the eurobond market, 
where more than 50 Thai 
companies, concentrated in 
the banking, finan ce and 
property sectors, have 
outstanding issues that 
were floated at the market 
boom back in 1993 and 
1994. ' 

Between now and the end 
of 1998, six companies are 
likely to have to redeem 
those bonds, and brokers are 
worried about the ability of 
five of them to pay. 

When Somprasong Land 
defaulted on a eurobond 
in January, it seat the 
market into a prolonged tail- 
spin. 

The only hope for the Thai 
market *fs for a sustained 
recovery in the economy and 
a revival of corporate earn- 
ings growth,” says Mr David 
Reidel, head of research at 
Salomon Brothers in Bang- 
kok. "And we’re talking 
about reel turnround here, 
not promises and projec- 
tions.’' 

That turnround will 
depend largely on a cut of at 
least 200 basis points in 
domestic interest rates, far 
which there is a consider- 
able amount of political pres- 
sure an the central bank to 
enact. 

But such a significant cut 
cannot occur while the bank 
is busy defending an 
exchange rate policy which 
effectively pegs the value 
of the baht to the US 
dollar. 

Ab and o ning that peg could 
eventually bring rates down. 
But it could also, if bungled, 
lead to a disastrous devalua- 
tion. 

Either way there will be a 
buying opportunity, most 
analysts say. 

The peg could be aban- 
doned calmly, leading to a 
market supporting economic 
recovery, or there will be 
tra uma and investors win be 
leaping in to pick up the 
numerous, but very cheap, 
pieces. 

Ted Bardacke 


Ukraine moves to 
allay investors’ 



Ukraine has reassured 
foreign investors attracted to 
the country's fledgling trea- 
sury hzZI market by vowing 
to keep its currency - the 
hryvnia - within a corridor 
of 1.7 to L9 against the dol- 
lar. Mr Viktor Yushchenko, 
Ukraine's central banker, 
retd- “We categorically sup- 
port the existence of the cor- 
ridor. This is our credo, this 
is our conviction.'' 

Foreign interest in the 
market was heightened 
when Kiev announced the 
corridor earlier this year, 
but recently some buyers 
have been getting cold feet 
amid wrmnnrg that the band 
might not come into full 
force until after the passage 
of a contentious 1997 budget 
by parliament. 

“This [Mr Yushchenko's 
reassurance! means that the 
central bank is very serious 
about defending the cur- 
rency. ft is positive news for 
foreign investors,” said a 
trader at one of the US 
banks involved in the Ukrai- 
nian T-hiD market 

Mr Yushchenko said 
Kiev's commitment to the 
hryvnia corridor was formal- 
ised in a joint statement by 
the central bank and. the 
cabinet of ministers, which 
committed Ukraine to main- 
tain the current corridor 
until October 1. He add the 
central bank planned to 
extend the existing band 
rmffi the of the year. 

According to Mr 'Yush- 
chenko, the corridor is likely 
to be further formalised later 
this year as part of loan 
negotiations between 
Ukraine and the Interna- 
tional Monetary Fund. The 
talks cannot be concluded 
until the 1997 budget has 
been approved. 

Mr Yushchenko's promise 
to defend the currency 
comes as at a time of 
increasing strain on 
Ukraine's fragile young 
democracy and market econ- 
omy. A spate of corruption 
sranrials has tarnishe d the 
government’s reputation, 
wage and pension arrears 


have impoverished the 
long-suffering population 
and a stand-off between the 
ppifiamwit and government 
means that nearly five 
months into 1997 HtB budget 
has not yet been passed. 

Mr Yushchenko admitted 
that pressure was mou nt i n g 
an the hrftmt hryvnia. 

**If you consider that a 
budget has not yet been 
passed and that payments 
«e delayed in the state sec- 
tor. this is a serious-threat to 
stability of the hryvnia and 
also, more broadly, to social 
stability,” he said. 

But Mr Yushchenko said 
the central bank would not 
Tynd to pressure to turn on. 
the printing presses and i 
print money. ‘ 

Untainted by the carrup- 
firni allegations width have 
eroded public confidence in 
much of the government, Mr 
Yushchenko may have the 
popular clout to convince 


Ukrainians that ihe hryvnia 
should be sacrosanct 

Mr Yushchenko's man of 

the people profile may be 
enhanced if he ' can push 
through a plan to introduce 
new treasury bills in smaller 
d enomina tions ‘.aimed at 
Ukr ainian savers. By tap- 
ping info what Mr Yush- 
chenko estimates to be the 
$10bri pool of. savings 
Ukrainians currently keep 
"under the mattress”, the 
central bank hopes the pro- 
gramme would help bring 
down annualised bond yields 
which currently range 
between 23 and S3 per cent 

Mr Yushchenko said the 
retail bonds were printed 
and all that remained was to 
resolve a dispute between 
the government and nati ona l 
Hawk over Ihe rate at which 
the first $50m tranche 
should be issued. 

Chrystia Freeland 
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Commerzbank Overseas Finance N.V. 
USD 200,000^)00 Floating Rate Notes 
of 1993/2005 

In accordance with the provisions of the Notes the following 
notice is hereby given: 

Interest Period: May 23, 1997 to November 24, 1997 
(185day8) 

Interest Rate: 5.66875 % pj. 

Coupon Amount; USD 145.66 per USD 5,000 Note 
USD 2,913.11 per USD 100,000 Note 
Payment Date: November 24, 1997 

Frankfurt/Main, May 1997 

COMMERZBANK ate 


SOCDETE GENERALS FRF 500000000 

9.25 % BONDS DOE 1 999 
wtfti coupon refovestmenf optkw • 

Common Code : 3133591 Sfcovam Code : 14474 

According to the terms and conditions of the Bonds, rioting is hereby 
given that 667 supplementary Bonds have betm errated upon 

exchange against Coupons ta nceooM of paynwa of interest. 

New total nominal amount outstanding as of : 31705/97 : 

FRF SZ7 200 000 

THE naNCXML RISING AGENT „ 

SOQgTE GENKRALK BANK & TRUST SA. - LOXEMBQIJRG H 


To A<l voriiSAi 


Your l.tral Notias 


Pi wise contact 


Melanie Miles on 


Tel: --44 MI7( S75 AM'J 


Fax: +44 017) 8733064 


FIDELITY FRONTIER FUND . 
Soci&£ dTovestissement 4 Capital Variable 
Kansallls House, Place de i'Etoile, 

B J*. 2174, L-I021 Luxembourg 
R.CNOB204W ' 

On liquidation) ’ 

(the “CompanjO - 

Pmimant to a detisfon of the Exrraonfinaiy General Meetaik 
rfSharebolden held on tfae 23rd May. 1997 the SqnidaSrf 
fidelity Frontier Fmid has been dosed. . 

Liqm d mion pro ceeds not collected by the sbacehoLdm have 

bMamwterf to foe Caissedes Cfomdgaations to Beheld for 

uie benefit of die persons entitled tbezefo. 

IS rarords of die Company are deposited ttt the registered ' 
office of die Company for a period of 5 yeas. : 

The liquidator 
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The government is on notice from the army 
that there is no room for the premier’s brand 
of Islamist politics. John Barham reports 

Living in the long 
shadow of Atatiirk 


•‘Bursa 

■! ''*-**. Ankara^!..-*-' - 

• Battcsslr *? . 


!! Kutahya* 

• . - «_ 


SWB^, 


Enlncan 


==■#?! "* 
• Erzurum 


.V 1 




Izmir 


■Aydln _ 

r- (§=»»**’~ .g 

y dwiu 


X fyr- 


Kayseri ') 

r. 


Barifl 1 

MaJaJya 


tw' 1 


[Azerbaijan 


Nigde 


»,WywtMklr 




IRAN' 




*>*» 


Meraln 


, 

*' Av.u 


IRAO 


A'- 1 


□ 


K emal Atatiirk died 
nearly GO years ago, 
bat remains Turkey’s 
dominant figure. Giant 
paintings of AtatOrk in vari- 
ous poses and uniforms 
from state buildings in Ank- 
ara on national holidays. 

Every year, at exactly five 
minutes past nine on the 
morning of November 10, , the 
moment Ata t (irk died' in 
1933, Turks everywhere 
stand still for a minute of 
silence. His mausoleum com- 
plex on a hill in the capital 
is a secularist shrine. Last 
November 10, a record 
750.000 people visited the 
tomb. Last year, 2.25m 
people paid their respects 
there, nearly twice as many 
as in 1995. 

His profile adorns every 
Turkish banknote, coin and 
postage stamp. By law, his 
portrait must hang in every 
public office. Every school 
most have a bust of AtatOrk. 
Kemalism, the national ide- 
ology bequeathed by Ata- 
tQrk, is drammed into chil- 
dren in every school. 

Turkey and North Korea 
are the only countries in the 
world to practise a personal- 
ity cult on such a scale, and 
where the national ideology 
remains a cornerstone of the 
State. KemalL«an bolds that 
Turkey is a secular, unitary 
state with a single language 
and a single flag. Its borders 
cannot be altered and nei- 
ther. says the constitution, 
can its secularist principles. 

These principles have 
served Turkey reasonably 
well over the past 74 years 
since AtatOrk built the 


of the Ottoman empire. Kem- 
alism set a backward, rural 
nation on the road to becom- 
ing a modern state.- How- 
ever, as Tnrkey has devel- 
oped. so the limitations of 
Atattlrk's legacy . have 
become more apparent. 

'Hie confrontation between 
the. army, the guardians of 
Kemallsm. and Mr Necmet- 
tin Erbakan’s Islamist gov- 
ernment Is proof enough of 
this. The army has decided 
there Is no room for his 
brand of moderate Islamist 
politics in secular Turkey. 
Generals acting in the name 
of democracy have been put- 
ting pressure on the legiti- 
mately-elected prime minis- 
ter to quit Turks take this 
warning seriously: the army 
has staged three cot^ps d’etat 
in 37 years. 

Gen Qevik Bir, deputy 
chief of staff, argues that the 
armed forces “uphold the 
democratic nature of our 
state. The basic tenets of our 
democracy [are] secularism 1 
as well as. individual rights 
and liberties within the uni- 
tary system of government 
[The armed forces expect] 
everybody in our country to 
fully observe ' and conform to 
these basic principles". 

Mr Erbakan. 69, quoting 
AtatUrk, says “according to 
the constitution, sovereignty 
belongs to the people uncon- 
ditionally. No one can 
impose conditions. He who is 
democratic must respect the 
nation’s decision. Elections 
were held and the nation has 
indicated the solution". 

. Some argue that the con- 
frontation is pot a crisis of 


Turkey's fractious party pol- 
itics. Mr Erbakan, who rep- 
resents just 21 per cent of 
the electorate, only took 
power because the secularist 
parties to the left and right 
are too deeply divided by 
personal rivalries to govern. 

Others question Mr Erbak- 
an’s democratic credentials. 
Mr Alan Makovsky, a Tur- 
key-watcher at the Washing- 
ton Institute for Near East 
Policy, states that “Erbak- 
an’s relative moderation in 
office smacks more of oppor- 
tunism, than of conviction 
or democratic evolution". 

There are those who say 
Turkey now has an histori- 
cal opportunity to re-evalu- 
ate Kemalism. Mr Ertugrul 
OzkQk, editor of the opposi- 
tion newspaper HQrrlyet, 
wrote last month that “with- 
out calling It a second repub- 
lic we are already in fact dis- 
cussing its need. Turkey is 
questioning the republic pro- 
claimed in 1923. Now is the 
' right time to begin discuss- 
ing the possibility of a sec- 
ond republic”. 

The crisis of Kemalism 
goes beyond the army's con- 
frontation with Mr Erbakan. 
The secular state is decay- 
ing, corroded by corruption 
and overwhelmed by debts 
piled up a dysfunctional pub- 
lic sector. The economy Is 
adrift for lack of effective 
government. Inflation, 
under-employment and low 
incomes are chronic prob- 
lems. Society is becoming 
polarised between secular- 
ists and Islamists, right and 
left, Kurds and Turks. Sunni 
Moslems and the. large 

4J*yl. sect; which 
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practices a heterodox form 
of Islam. 

Secular Turkey is also los- 
ing its validity as a model 
for the Moslem world, so the 
debate over secularism and 
democracy, the roles of 
Islam and the armed forces 
in a modem state has wider 
implications both for Mos- 
lem states and for western 


■ tohmist - Welfare party (RPJ . 

_« Cw i tH M fr ht - M otf wrtarxf party 1 
(ANAR), True Path party (DYP) . 

. ■..Centre-left- Democratic Left party 
pSPk RapuMcan Paopto'l party 
' PHP) 

« NaflonoM right - Gran d Unity party 
(BBP), . Grand Tlaiasy party (BTPI 

■ IridapandaritpreXrariUi* 

Paopte’s Labour party (MB’) . 

governments that fear politi- 
cal Tslam. 

However, the- authorities 
avoid discussing these ques- 
tions. President SOleyman 
Demirel. toppled twice as 
prime minister by the army 
and now Turkey’s respected 
elder statesman, says: "We 
must strive to heal the 
wounds of the system. 




1996 

1997 


Estimate 

Estimate 

Total GOP, nominal (Sbn) 

182-9 

194X1 

RaaJ GDP growth (annual » change) 

7.9 

5X3 

OOP par head {ft 

2.921 

3.049 

Inflation, period avaraqa (annual % change In CPI) 

60.4 T 

79 X) 

Industrial production (annual % change) 

7.1 

6.0 

Unomptoymont rata (recorded, %) 

72 

7.8 

Money supply. M2 (annua) % change) 

106 

80 

Foreign exchange reserves ($m) 

16.436 

16.000 

Government expenditure (96 at GDP) 

26J3 

26.S 

Total foreign debt {6m) 

79.721 

62.119 

Current account balance (Sm) 

-6.967 

-7.869 

Merchandise exports ($m) 

22,744 

24,564 

Merchandise imports ($m) 

-42.400 

-46.640 

Trade balance ($m) 

-19.656 

-22,077 


Main trading psrtnars (share of total trade to world. 1985) 



Attempts to replace this sys- 
tem with a new one would 
cause heavy sacrifices.” An 
army general was blunter, 
saying “Ata tQrk and his 
friends would spit” on any- 
one who tampered with the 
secular state. 

Mrs Tansu Oilier, deputy 
prime minister, is also 
ducking the question. As 


leader of the centre-right 
True Path party, the govern- 
ment’s junior coalition part- 
ner, she appears more intent 
on remaining in power and 
attempting to unite the 
divided conservative move- 
ment under her leadership. 
She says: “Let us not politi- 
cise secularism and religion. 
We are not going to become 


a world power by wasting 
our time wondering if we are 
going to be another Algeria.” 

The debate has moved 
lfom parliament and on to 
the streets and into the 
media. Television devotes 
prime-time slots to long 
political debates. Demonstra- 
tors have marched peace- 
fully in their hundreds of 
thousands, most of them to 
support secularism. Even 
concerts of western classical 
music have become a cele- 
bration of secularism. 

Turkey needs to reform if 
is to evolve into a fully mod- 
em state, where the powers 
of government, the armed 
forces and the mosque are 
clearly circumscribed and 
the rights of individuals and 
minorities, such as the 
Kurds, are respected. But 
the military opposes any 
reform, claiming that it 
might lead to dissolution of 
the unitary state. 

Turkey must also change 
to fulfil AtatUrk's dream of 
becoming part of Europe. 
Many Turks suspect their 
country's Moslem identity 
will always prevent member- 
ship of a Christian ED. How- 
ever. a European diplomat 
said: “We can accept a Mos- 
lem state [in tbe EU] but not 
a Kemal ist one”. 

The shape a new republic 
might take is far from clear. 
Transition is likely to be 
slow, confusing and possibly 
violent. In spite of apprehen- 
sion over the army's resump- 
tion of a direct role in poli- 
tics - one newspaper 
columnist says Turkey is liv- 
ing through a “soft coup" ~ 
the country has avoided 
unrest. There is no guaran- 
tee this will continue. 

Turkey has a history of 
political violence. Twenty 
people a day died during 
fighting between extreme 
left and right wing factions 
in the 1970s. The 12-year 
Kurdish rebellion in the 
south-east has cost more 
than 20,000 lives. The ageing 
Mr Erbakan is no rab- 
ble-rouser. but there are 
younger and more aggres- 
sive men in his Welfare 
party ready to take his place. 

Yet Turkey also responds 
well to strong leadership, as 
AtatOrk's career shows. In 
the ISSOs, Turgut Ozal, a for- 
mer prime minister and 
president, liberalised the 
economy and created a 
dynamic new entrepreneur- 
ial class. Turkey has not yet 
found a leader for the 1990s 
and time is running out- 
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What first attracts you could be any one 
of many reasons. 'With vast resources and 
competitively priced industrial production, 
it’s no wonder our economy is in steady 
growth, making Turkey an ideal export 
market. But if you ever need a second reason 
for doing business with the newest member 
of the European Customs Union, look 
no further than Ubank. 

As the largest private commercial bank 
in the country, with substantial foreign 
currency reserves, direct-access market 
experience and long-standing reputation for 
sound policy, Akbank offers the perfect 
partnership for international business. 


And I; Investment (jtgbank Capital Markets 
group) is uniquely placed to help foreign 
investors. Our leading position in the Istanbul 
Stock Exchange, and a comprehensive range 
of services from brokerage to custody, 
together offer you unparalleled expertise. 

"Through our London branch and our 
subsidiary in Frankfurt. Ijbank GmbH, 
we work round-the-clock on an on-line, 
real-time basis. And our nearly 1500 
correspondent banks worldwide allow us 
to serve you wherever you may be. 

Get in touch with l^bank, Turkey’s 
major bank for foreign transactions. 

You’ll find exactly what you like best in 
good business. 
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No local 

touch. 


Ia search of a better correspondent 
in Turkish banking? We strongly 
recommend a truly global partner 
with none of the local dissonance. The only 
multi-branch Turkish bank awarded long- 
term A rating three years in a row by Capital 
Intelligence. The highest rated emerging 
market bank by Thomson Bankwatch. 
The Turkish bank whose high regard among 
international financial community generated 
$1 billion in funding facilities in 1996. The 
Bank that has completed several asset backed 



y&ir- securitization programmes with 
maturities 5-7 years. The Bank that 
was selected as the “Best Bank of 
Turkey” by Euromoney for 2 consecutive years. 
Then again, if you think your correspondent 
in Turkey should also have local strength, 
who could be a better choice than a bank 
that handles 9.0% of Turkey’s exports? 
A bank that handles 4.2% of Turkey imports. 
A bank whose foreign currency transactions 
totaled $16.5 billion in 1996. A correspondent 
bank with global standards and local power. 
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THE ECONOMY • by Metin MOnlr 
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Exception to a 



The ability to 
sustain growth 
despite persistent 
inflation baffles 
economists 

Turkey's ability to achieve 
impressive growth rates 
despite high endemic 
inflation is one of the 
mysteries of economics. 

A World Bank study 
covering 127 countries 
su gg ests that inflation rates 
of above 40 per cent affect 
growth rates “severely. 
negatively 7 ’. The study found 
that during an “inflation 
crisis" - which is defined as 
a rate of 40 per cent or 
higher prevailing for two 
consecutive years 
countries experience growth 
which is both significantly 
below the world average for 
the period and under the 
country's own growth rate 
prior to the outbreak of the 
crisis. 

Turkey Is an exception to 
this role. “Turkey’s 
performance over the past 
two decades defies the 
conventional wisdom that 
high inflation is necessarily 
associated with low growth," 
says the World Bank. 

Turkey started the decade 
with an inflation rate of 
around 60 per cent, which 
drifted toward the current 
level of about 80 per cent 
GNP grew by 8 per cent in 
1995 and 7.9 per cent in 1996. 
corresponding to 92 per cent 
and 80 per cent Inflat ion 
respectively. 

The government has a 
growth target for this year of 
4 per cent and an inflation 
target of 65 per cent Both 
are likely to be surpassed. 

“I must confess that 
Turkey's ability to sustain 
growth despite persistent 
inflation baffles economists,** 
Mr Frederic Temple, head of 
the World Bank mission in 
Turkey, told businessmen in 
Istanbul recently. “Indeed, it 
even frustrates them." 

Turkey seems to have 
chosen the Italian model for 
development growing from 
poverty to wealth under 
high Inflation, a weak 
currency, budgetary anarchy 
and revolving-door 
governments. 

Growth is subject to con- 
tradictory pressures. While 
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the private sector is 
dynamic, versatile, resilient 
and flexible, the state sector, 
which still dominates the 
economy, is inefficient, cor- , 
rapt and a huge drain on 
resources. 

The public sector, which is 
overmanned and underprod- 
uctive, extends from tradi- 
tional services and utilities 
to a wide range of primary 
and secondary industries. It 
accounts for 10 per cent of 
employment and 25 per cent 
of the large-scale co r por at e 
sector’s manufacturing out- 
put, according to the World 

Tfcmlr 

State dominance in the 
haniring sector is even stron- 
ger. Six of the 10 largest 
banks are state controlled. 
In 1995, over © per cent of 
total deposits in the famTrtng 
system and about 38 per cert 
of assets were in state 
banks. 

It is the performance of 
the state sector which is, 
ultimately, at the root of 
inflation and its main cause 
Is government ov er spending. 

According to IMF riata, at 
just under 30 per cent of 
GDP, the level of public 
expenditure in Turkey is 50 
per cent higher than those of 
other middle-income coun- 
tries. 

In 1996, the budget deficit 
jumped to 8 3. per cent of 
GDP from 4 per cent the 
year before. At year-end, the 
domestic debt had grow n by 
28 per cent to nearly $30bn. 

The consolidated budget 
deficit rose by 113 per cent 
in reaf terms to $l4.95bn 
from yug fan the year before. 
Hie main reason behind this 
deterioration was the high 
real interest rates on domes- 
tic borrowing and short 
maturities. 

The Treasury had to roll 
some of its maturing debt 
three times within the yean 
substantially amplifying 
interest payments. More 


than half of government rev- 
enues went towards servic- 
ing the domestic debt inter- 
est rates an Treasury lulls 
w ere forced up by political 
uncertainty, with compound 
three-month rates going as 
high as 286 per cent in early 
1996. 

According to the Banks 
Association of Turkey, in 
April yields at dollar terms 
net of inflation were running 
at 15 per cent for. three- 
month tenors and 23 per 


Privatisation revenues 





cent for six mouths. . .. 

The government’s eco- 
nomic policy is focused an 
short-term palliatives cen- 
tred around raising revenues 
to reduce borrowing. The 
Necmettin Brbakan-Tansu 
Oilier coalition tried to 
address the problem by 
introducing a series of 
so-called “resource pack- 
ages”, which aim to 
raise $30bn, ' mostly from 
asset sales and privatisation, 
to obtain a balanced 
budget 

“Thank God Turkey is a 
rich country” Mr Erbakan 
said. “Wherever you turn 
there is $lGbn to be plucked. 
Soon we will be able to give 
aid to the west" 

But most items in his 
packages are either imagi- 
nary or wildly optimistic 
dike' Si'fon earmarked from 
privatisation), and the bud- 
get deficit is expected to 


grow even wider- TEB 
Research, one of Turkey’s 
most respected research 
companies, foresees a budget 
deficit of $ 17bn .in calendar 
1997. 

fa 1996, the first year 
the ' Tiirkey-BU customs 
, union - which, resulted in : 
' the eflmlnatiau of virtually 
all tariff barriers - the trade 
balance deteriorated, sharply. 
Although official figures for 
:the. whtfle of 1996 have not 
yet been published, 
estimates indicate - that 
• exports, were $24.9bn and 
imparts $4£2bn- , 

For 1997, the government 
. forecasts a 12 per cent,. 

- increase in imports to 
$49J»bn.and a 20 per cent 
increase in exports to 
$30J.bn,- leaving the foreign 
trade deficit more or less ‘. 
unchanged at $19bn. It is . 
widely predicted however/ 
that exports will exceed this . 
target in parallel t o GN P . . 
growth, which is expected to 
. exceed the target of 4 per 

rent 

The 'government, expects 
the current account deficit 
to decline, b y 18 per cent in 
•1997 to $6bn helped by the 
continuation of the boom in 
unrecorded exports to 
former Soviet states. 

The IMF believes that “the 
economy is . in a fragile 
situation” according to Mr 
Martin Hardy, the IMF 
assistant director in charge 
of reviewing the Turkish 
economy. He believes that . 
strong political will is 
required to tackle the 
und erlying problems: .the 
budget and trade deficits* 
endemic high inflation, the - 
bankrupt social insurance 
Service, • the ruinous 
/agricultural. support 
programmes. ' and the 
ingfnrftmt state companies. 

Earlier this month Mr 
Erbakan established a . 
techni cal group to prepare a 
medium-term stabilisation 
programme - something the ’ 
central bank has been 
urging him to do since 
coming to power nearly a 
year ago'. But it is doubtful . 
whether he - or any other 
p olitician in the fragmented 
. parliament ' - will eyer 
implement such reforms, 
which . would' challenge.. 
5 power fdi'~: “ehtrehefied ' 
interests or entail hardship 
for the masses. 


FOREIGN INVESTMENT • by John Barham 


Political instability 
unnerves investors 


Inward investment Sm 



Large companies 
enthuse about 
opportunities, but 
self- promotion by 
Ankara is lacking 

Turkey is the kind of 
country some foreign inves- 
tors dream of It has a large, 
growing population of 
mainly young people that is 
hitting the spending age. 
Incomes are growing, and 
with them a hunger for con- 
sumer goods. 

Turkey’s economy is vola- 
tile, but the government has 
maintained its commitment 
to liberalisation. Last year, a 
customs union came into 
force between Turkey and 
the European Union. Wages 
are about oneaixth less than 
in Europe, but workers are 
often highly motivated. 
Unionisation and strikes are 
low. 

So why has Turkey never 
attracted heavy Inflows of 
foreign investment? It has 
rarely attracted very much 
more than Slbn a year in 
inward investment at a time 
when capital transfers from 
rich to developing economies 
have grown sharply. Last 
year, when investment flows 
rose 19 per cent to an esti- 
mated $231.5bn, investment 
in Turkey remained flat 

Political instability 
unnerves many Investors. 
Last year, Turkey had three 
governments. The present 
coalition is weak and ineffec- 
tive. Decision-making is 
slow, inflation of 80 per cent 
a year, stalled economic 
reforms, an impending 
energy crisis and inadequate 
infrastructure are farther 
deterrents. In March. Euro- 
money. the business publish- 
ers, moved Turkey 14 places 
down to 67th position in its 
country risk rankings. All 
the leading international 
credit rating agencies have 
downgraded Turkey. 

Mr Yavuz Canevi, head of 
Yased, the foreign investors’ 
association, complained: “In 
this climate, a large number 
of our members had not only 
put a halt to new investment 
in Turkey but also been 
forced to postpone renewal 
and expansion investments 


or to suspend them com- 
pletely.” 

He said new investments, 
which five years ago made 
up almost half the total 
inward investments, fell to 
just 6.5 per cent in 1995, with 
reinvestment of locally- 
earned profits accounting for 
nearly all foreign ‘invest- 
ment 

Customs union was expec- 
ted to spark off an explosion 
of foreign investment in Tur- 
key. Although EU-based 
companies are the biggest 
investors in Turkey, 
response so far has been 
muted. 

Yet Mr Enver GQney, bead 
of the government’s foreign 
investment directorate, says 
Turkey began freeing up its 
once-autarkic economy over 
15 years ago and now has 
one of the region's most lib- 
eral investment regimes. 

He adds that delayed pub- 
lic sector reform means 
there can be little foreign 
participation in privatisa- 
tions and infrastructure pro- 
jects, the principal motors of 
foreign investment in emerg- 
ing economies. Turkey’s 10- 
year privatisation pro- 
gramme has raised $3-06bn 
in revenues, but foreigners, 
mainly portfolio investors, 
have bought only $623.6m of 
state assets. 

Intriguingly. foreign com- 
panies and banks well-estab- 
lished in Turkey say it is one 
of their most profitable mar- 
kets. Mr Christoph Urban, a 
Yased official and e x ec u tive 
director at Siemens’ Turkish 
subsidiary, says; “We have 
never lost a penny in Tur- 
key. We have always had 
profitable years and, I must 
say that in comparison with 
European countries we are 
the most profitable of them 
alL" He says Siemens 7 return 
on equity averages over 20 
per cent 

Mr Urban says this record 
of profitability has made it 
easy to justify investing in 
Turkey. “Each year we 
invest DM40m to DM60m 
because we believe in the 
country. No matter what, we 
have kept on investing at 
times of f national] bank- 
ruptcy. military take-overs, 
the Gulf war and the 1994 
[Turkish financial ] crisis. We 
\ 


always kept an investing." 

Sie m ens has had its prob- 
lems in Turkey, usually 
involving the public sector. 
This year the city of Istanbul 
cancelled a contract awarded 
to a Siemens-led consortium 
to install electrical systems 
in the new metro railway 
system. Last year. Ankara 
suspended operation of a 
mobile telephone company 
in which it held a minority 
stake. 

An official at the Interna- 
tional Finance Corporation, 
the World Bank body that 
finances private companies, 
said: “When yon view Tur- 
key from above It looks terri- 
ble. But viewing from below, 
from the micro, company 
level, it looks great” 

Turkey has many 
sophisticated, well-managed 
companies and has a 
growing number of 
successful second-tier 
companies. It is they who 
are carrying out the bulk of 
investments in Turkey in 
the absence of significant 
foreign or public investment 

Furthermore, bad news 
usually travels farther and, 
faster than good news. Com- 
pany headquarters can be 
swayed more by. newspaper 
reports than presentations 
from their own executives. 

An executive at an inter- 
national oil company that 
has suffered heavy losses for 
years from mg anmgni price 
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controls, continues investing 
to expand his retail network 
to prepare for the day when 
Turkey liberalises the fuel 
market He says: “Argentina 
used to be our worst market 
in the world. After it 
liberalised and privatised it 
became our, best market But 
I do not know how- much 
longer our shareholders 
want to go on betting money 
oh Turkey 'becoming an 
Argentina." . 

Turkey, will probably not 
attract - massive foreign.' 
investments without 

stabilising its econo my and 
beginning -.major • 

privatisations. - ' -But .' Mr 
Urban, .who once headed -the 
New York. ; office of 
Germany's Treuhand a gency 
t hat • privatised ./...eastern*; 
1 Germany^ state'; companies V 
-thfoks' ...Turkey- could - sell . 
itself:.' ’ better. : -He - say a : ' 
.^Turkey is not promoting-, 
itself very We B.' You h ave to 
go where the investora are, 
you have to {explain the 
situation, -you have .to find 
good examples"?!- •/ 


Expert advisers to the hotel and 
leisure industry biTurhey 

If you are looking far focused advice about developing" 
your hotel tourism and leisure business, *ehave-tJ»e ' . • 
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POLITICS » by John Barham 


FOREIGN POLICY • by John Barham 


Slow death for a coalition Party and ministry 


The army has 
brought the 
Erbakan 
government to 
a standstill 

Mr Necmettin Erbakan’s 
government ceased to func- 
tion as an effective adminis- 
tration on the evening of 
February 28. After an eight- 
hour meeting, the National 
Security Council <NSC) 
handed down a list of 18 
“recommendations 1 ’ warning 
that failure to comply would 
bring specified “sanctions’'. 

The council is do minat ed 
by the military. Govern- 
ments invariably obey its 
recommendations to the let- 
ter. It demanded a crack- 
down on Islamist organisa- 
tions and implementation of 
eight-year compulsory edu- 
cation that would reverse 
the growth in state-run reli- 
gious schools. 

The government's author- 
ity began seeping away 
immediately. The military 
and its secularist supporters 
expected Mr Erbakan would 
either comply and lose legiti- 
macy in the eyes of his 
Islamist supporters or sim- 
ply quit. No civilian leader, 
has ever defied the army. Mr 
Erbakan said plaintively: “In 
Turkey, governments are 
formed in parliament, not in 
the National Security Coun- 
cil.'* However, he has chosen 
a middle path, and is 
attempting to equivocate. 

The government has taken 


no major decision of its own 
since that evening. Instead, 
it is suffering a slow death 
by a thousand rumours. Mrs 
Tansu Ciller, deputy prime 
minister and leader of the 
centre-right True Path party, 
the government’s coalition 
ally, said: “There are whis- 
pers around us asking when 
the next coup is going to 
take place." 

While most of Turkey’s 
secularists are relieved that 
the army has blocked Mr 
Erbakan, many are embar- 
rassed at supporting what 
one newspaper columnist 
called a "soft coup". The 
generals have toppled three 
governments in the past 37 
years. Few are sure what 
will happen next. 

Mr MQmtaz Say sal. a mili- 
tant secularist and left-wing 
MP. said the “first stage is to 
get rid of [Mr Erbakan], and 
that is what the military is 
indirectly doing. Then- [we 
should] see to it that the pol- 
iticians create a more secu- 
lar-oriented government. 
Leaders should accept their 
responsibility'’. 

However, efforts by True 
Path rebels to weld a new 
government out of the cur- 
rent fractious parliament are 
not succeeding. The centre- 
right is divided between two 
bitterly opposed parties, as 
is the centre-left. Although 
these four parties hold most 
of the seats in parliament, 
their leaders have not over- 
come their personal rivalries 
to form a pitwtecularist gov- 
ernment 


As a result, Mr Erbakan’s 
Welfare party, which took 
only 21 per rant of the votes 
in the December 1995 elec- 
tions, is parliament's largest 
party. He became prime min- 
ister last July after a minor- 
ity alliance between True 
Path and its rival centre- 
right Motherland party col- 
lapsed after only three 
months. 

The media and business 
elite, with army support, are 
calling for a temporary tech- 
nocratic government to take 
over for long enough to pre- 
pare the country for fresh 
elections after rewriting the 
election laws that would end 
the division cm the right and 
left and prevent Welfare 
from taking more seats. 

Although Mr Erbakan 
never- began implementing 
his Islamist agenda - except 
for an abortive foray into 
international affairs - secu- 
larists say be must be 
stopped. 

However, the causes of 
Welfare's ascendancy - eco- 
nomic instability, political 
corruption, inequality, social 
dislocation caused by urban- 
isation - remain. Welfare, 
with its image of incorrupt- 
ibility. has capitalised most 
on this discontent. Opinion 
polls show no decline in sup- 
port for Welfare since it 
came to power. It still ranks 
first with 25 per cent of voter 
intentions, while support for 
other parties fluctuates. 

The economy posted 
strong growth last year - for 
which Welfare claims 


principal credit But it has 
not cut high infla tion, raised 
low wages or cut 
under-employment. Yet a 
steady stream of political 
scandals, most of them 
involving secularist 
politicians, has eroded 
support for mainstream 
parties. 

Although parliament has 
cleared Mrs Ciller of three 
corruption charges - 
brought by Mr Erbakan 
before they formed their 
coalition - her integrity is 
seriously compromised. 

A bizarre incident last 
November revealed 
extensive and long-standing 
links between the security 
forces, politicians and 
organised crime. A senior 
police officer, a gangster and 
his girlfriend were killed 
when a limousine they were 
travelling in together 
crashed. A True Path MP in 
the car survived. The 
ensuing scandal brought 
down Mrs Ciller's interior' 
minister, also a former 
police chief. 

A parliamentary 
committee of enquiry 
discovered that previous 
governments used gangsters 
as hired assassins to 
eliminate “state enemies”. 
Mr Abdallah Qatll. the gang 
leader killed in the car 
crash, was closely involved 
in far right politics, and was 
a wanted heroin smuggler. 

MPs found that heroin 
smugglers sometimes work 
closely with the security 
forces In the Kurdish 


THE ARMY • by John- Barham 


Holding people’s trust 


Some observers 
worry that the 
military's ideology 
is anachronistic, 
perhaps paranoid 

An opinion poll in February 
to find Turkey's most trust- 
worthy institutions ranked 
the army first, with 90 per 
cent support: two-thirds of 
respondents said they dis- 
trusted the government The 
army may have seized power 
from elected governments 
three times in the past 37 
years, but civilians and sol- 
diers alike still see the 
armed forces as Turkey’s 
ultimate guarantor of 
national unity, democracy 
and law and order. 

Last December. Gen Ismail 
Karadayi, chief of the gen- 
eral staff, said the armed 
forces would ensure that 
Turkey remains “a demo- 
cratic and secular state 
[based on the rule] of law. 
The armed forces are dedi- 
cated to Atatttrk’s national- 
ism, and are the untiring 
guardians of his reforms and 
principles”. 

Gen Karadayi and his sup- 
porters on both the right and 


left see little irony in over- 
riding Mr' Necmettin Erbak- 
an’s elected government to 
save democracy and defend 
an ideology formulated 70 
years ago. Mr Mttmtaz Soy- 
sal. a left wing MP and mili- 
tant secularist, said: .“The 
army is the founder of the 
state. The republic has mili- 
tary blood. This is not an 
ordinary republic, it Is a Jac- 
obin republic." 

I .rice many secularists. Mr 
Soysal mid the generals 
equate secularism ' with 
democracy and political 
Islam with obscurantist dic- 
tatorship. Brig Gen Kenan 
Deniz, head of the general 
staff’s internal security 
department says “eliminat- 
ing fundamentalism is a 
matter of life and death for 
Turkey”. 

However, observers worry 
that the military’s view of its 
place in society and its ideol- 
ogy H«g grown anachronis- 
tic, even somewhat para- 
noid. Mr Fehmi Kora, chief 
columnist of the moderate 
Islamist newspaper Zaman. 
says “the army wants to rec- 
reate the atmosphere of the 
1930s. But there is no place 
for a powerful army in a 
modern society”. 


Mr Mehmet Ali Birand, an 
influential television jour- 
nalist and author of two 
books on the military, says: 
“The army really believes 
that radical Islam is as sig- 
nificant a threat as the [Kur- 
distan Workers’ party 
(PKK)l 1 get the feeling the 
army is not living In the 
same country.” 

He disagrees that Turkey's 
Islamist movement is a 
monolith that must be 
destroyed. He argues that it 
includes moderates and dem- 
ocrats as well as extremists. 

Some Islamists say the 
army’s tough anti-Islamist 
line is putting its discipline 
at risk. Mr Erol Yarar, chair- 
man of Mflsiad, an Isl a mis t 
business association, says: 
“If the debate continues like 
this, the army will lose 
ground in society. A small 
number of officers will mean 
nothing without an army. 
The people will not question 
the army, but the people 
who control it” 

Some independent ana- 
lysts say about 20 per cent of 
the ranks have Islamist sym- 
pathies. about the same pro- 
portion as in Turkish soci- 
ety. Every year the army 
purges suspected Islamist 
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officers, making little dis- 
tinction between devout 
Moslems and political activ- 
ists. However, few believe 
the army's Ataturkist esprit 
de corps will splinter. 

Although attention has 
focused on the army's 
response to internal political 
threats, the generals justify 
a large military establish- 
ment by pointing to per- 
ceived external threats. 

Turkey is on bad terms 
with all its immediate neigh- 
bours. with the exception of 
the Turkic former Soviet 
republic of Azerbaijan. 

Relations are particularly 
bad with Greece. Fighter air- 
craft frequently challenge 
each other to dogfights. The 
military’s assessment of 
Greece, a Nato ally, is 
bizarre. Admiral Mustafa 
Ozbey, a senior general staff 
officer, claims Athens has an 
expansionist foreign and 
security policy that is driven 
by the “Great Idea" of restor- 
ing the Byzantine empire 
that vanished over 500 years 
ago. 

Other Nato countries are 
cutting military spending 
and streamlining defence 
industries, but Turkey's 
armed forces are under no 
such restrictions. Turkey 
has the second-biggest army 
in Nato after the US and is 
one of the world’s biggest 
arms buyers. 

Wealth and power have 
also brought corruption. 
Commentators say officers 
may be far less corrupt than 
civilian politicians, but the 
taint of corruption is under- 
mining their integrity. The 
army refused to allow offi- 
cers to testify before a par- 
liamentary inquiry investing 
links between organised 
crime, the security forces 
and politicians. 

However, the gene r als are 
aware of the limits to their 
authority. Mr Birand says 
they have no hunger for 
power, preferring to take 
over government for short 
periods to quickly rectify the 
politicians’ errors. Further- 
more, they understand that 
a post -Cold War world is less 
tolerant .of old-style coups 
d'etat. 

Instead of delivering an 
ultimatum to Mr Erbakan to 
quit, they used a scheduled 
meeting of the National 
Security Council, a body 
established under the consti- 
tution, to issue “recommen- 
dations” for Mr Erbakan to 
move against Islamist organ- 
isations. The generals have 
mobilised secularist politi- 
cians to force Mr Erbakan to 
comply or resign. 

The generals also claim to 
be above politics, and reject 
critical discussion of their 
role in politics and society. 
However, the army’s reluc- 
tance to relinquish a leading 
role in society could 
threaten the Ataturkist 
vision of Turkey becoming a 
modem European state. Ms 
Pauline Green, leader of 
the European parliament’s 
powerful Socialist block, told 
Gen Bir: “We have difficul- 
ties with a system where 
an unelected military 
could apparently dictate 
terms to an elected govern- 
ment" 


south-east of the country, 
where the army is fighting 
guerrillas of the Kurdistan 
Workers’ party (PKK). The 
committee even found 
evidence that police were 
involved in gangland 
killings. 

But the government cut 
short the committee’s work, 
obstructed attempts to lift 
MPs' immunity from 
prosecution, and has only 
brought charges against a 
few low-ranking policemen. 
The government lashed out 
against the media, which 
investigated the scandal, 
threatening to punish 
reporting of “false news”. 

Western drug control 
officials worry that tbe 
narcotics trade, worth 
billions of dollars a year, is' 
infecting the state. Police 
seized over four tonnes of 
heroin in 1996. but 
trafficking is growing. About 
80 per cent of Europe’s 
heroin transits Turkey. 

In January, a German 
judge trying three heroin 
smugglers arrested at 
Frankfurt airport said they 
bad “excellent relations” 
with the government and 
“personal contacts" with 
ministers, which had 
seriously complicated 
investigations. 

However, these scandals 
have begun mobilising 
public opinion, in spite of an 
abundance of controls and 
restrictions on free speech, 
offering proof of the vitality 
of Turkey’s democracy. In 
February, ordinary people 
across the country turned off 
the lights in their houses for 
a minute at 9pm in protest 
at corruption. Thousands 
took to the streets in 
generally peaceful 
demonstrations demanding 
more democratization. 

The media and the streets, 
rather than in parliament 
have became tbe centres of a 
debate over the country's 
future, on how secularism 
and Islam can be reconciled. 
Although the army's 
growing role in politics has 
created a sense of unease, it 
has not prevented - indeed, 
it has brought added 
urgency - to the discussion 
of the basis for a new 
republic as Mr Erbakan's 
coalition limps on. 


in competition 


Ankara has much 
work to do if 
it is to achieve 
aim of full EU 
membership 

Turkey’s foreign policy was 
once immune to political 
upheavals. However, since 
Mr Necmettin Erbakan 
became prime minister last 
June, his Welfare party, the 
foreign ministry and the 
armed forces have each 
developed their own compet- 
ing - and sometimes con- 
flicting - policies. 

Mr Erbakan departed from 
Turkey’s traditionally pro- 
western alignment by devel- 
oping ties with the Moslem 
world, to the alarm of west- 
ern governments. At the 
same time, the generals 
began deepening their mili- 
tary and intelligence rela- 
tionship with Israel, warning 
Mr Erbakan they would not 
tolerate rapprochement with 
Iran. 

Meanwhile, attempts by 
Mrs Tansu Qiller, deputy 
prime minister and foreign 
minister, to push Turkey to 
the front of tbe queue for 
European Union member- 
ship backfired when the US 
rejected her threat to veto 
Nato expansion if Turkey 
were excluded from the BITS 
list of countries slated for 
future membership. 

Statements in February by 
Mr Wilfred Martens, presi- 
dent of the centre-right 
European People's party in 
the European parliament, 
that Turkey was “not accept- 
able” for EU membership, 
strengthened Turkish suspi- 
cions of European anti-Mos- 
lem prejudice. Mr Onur 
Oymen, foreign ministry 
director-general, warned of a 
“cultural, religious iron cur- 
tain" replacing the iron cur- 
tain that had divided west- 
ern and eastern Europe. 

Still. EU foreign ministers 
agreed in April that Tur- 
key’s membership applica- 
tion would be judged on the 
same criteria as other coun- 
tries. However. Turkey, 
which applied and was 
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Tansu pfllen bid to push Turk ay to the front of the queue backfired 


rejected in 1987. may have a 
long wait. These criteria 
include tough economic tar- 
gets, respect for human 
rights, and a fully function- 
ing democracy. Many Turks 
believe their country's large 
population (second in. 
Europe to Germany) and 
Moslem identity could still 
prevent it from ever joining. 

Member governments say 
an EU-Turkey customs 
union that began in January 
1996 should be the basis of a 
special relationship prior to 
eventual EU membership. 
But Mrs Ciller said “either 
Turkey [becomes] a full 
member or she will not hang 
on as a second-rate mem- 
ber". Greek vetoes on EU aid 
and a surge in Turkey’s 
trade deficit with Europe has 
led to more disillusionment 
with the customs union. 

Friction with Turkey’s old 
rival. Greece, continues. Last 
year, they nearly came to 
blows over two uninhabited 
Aegean Islets. Turkey has 
warned it would declare war 
if Greece increased its terri- 
torial waters in tbe. Aegean 
from six to 12 miles, as it is 
legally entitled to. And. in 
January. Turkey threatened 
to attack Cyprus alter the 
Greek -Cypriots ordered Rus- 
sian air defence missiles. 

Ankar a has stated that it 
might annex Turkish north- 
ern Cyprus, which it has 
occupied since 1974. if the 
southern Greek-Cypriot gov- 
ernment joins the EU. Nego- 
tiations on Cypriot accession 
begin next year. European 


diplomats say Cyprus cannot 
join while it is divided, hop- 
ing the lure of membership 
will speed reunification and 
ease tension between Greece 
and Turkey. 

Relations between Athens 
and Ankara did Improve 
after Mr Theodores Panga- 
los. the Greek foreign minis- 
ter, sprang to Turkey’s 
defence following Mr Mar- 
tens's comments. The two 
countries agreed to an EU 
initiative to create a commis- 
sion of non -government 
“wise men” to report on 
bilateral problems. Yet the • 
Turkish general staff still 
sees an expansionist Greece 
as Turkey's principal strate- 
gic threat. 

The secularist military 
played a discreet role in for- 
eign affairs when policy con- 
formed to Ataturkist princi- 
ples. Now it has taken a 
more prominent role by forg- 
ing ahead with an indepen- 
dent pro-Israel policy, to 
Welfare's fury. 

Israeli military aircraft 
crews train in Turkey. Israel 
Aircraft Industries won a 
$650m contract to upgrade 
Turkish Phantom fighter 
bombers. The generals want 
to buy arms from Israel to 
overcome a de facto arms 
embargo imposed by the US. 

Turkey and Israel are also 
developing a commercial 
relationship. Turkey ratified 
a free trade agreement to 
gradually eliminate trade 
barriers by 2000. Bilateral 

Continued on Page IV 
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ISLAMIC BUSINESS • by John Barham 


Prospering under Welfare 


Interest-free 
lending continues 
to be a niche 
market for Islamic 
finan ce houses 


If Islam has emerged as a, 
powerful new political force 
in Turkey, its Influence is 
also growing in the corpo- 
rate world. Fifteen years 
ago, there were few, if any, 
such groups. Now, there are 
thousands of companies 
claiming to operate along 
Islamic lines. 

Although it is hard to 
define what Islamic business 
practice is, beyond the prohi- 
bition on usury and an 
emphasis on ethics, many 
observers say the sector is 
growing rapidly. Islamic 
companies still tend to he 
small, but they have bene- 
fited strongly from the rise 
to power of Welfare, the rul- 
ing Is lamis t party- 

welfare has strengthened 
Islamic businesses by dis- 
pensing central and local 
government patronage that 
was previously denied them. 


In Istanbul, governed since 
1994 by a Welfare mayor, 
small Islamic engineering, 
service and contracting con- 
cerns have won city business 
that once went the way of 
big local or international 
groups. 

MQsiad, an Islamist busi- 
ness association founded in 
1990. now claims 3,000 mem- 
bers. Last year, it had 2,200- 
Most of these companies, are 
small or medium businesses 
based in the Anatolian 
heartland, operating in low 
to medium technology secs 
tors such as textiles, con- 
struction or furniture-mak- 
ing. 

The growth of these com- 
panies alarms the army. In 
February, the military-domi- 
nated National Security 
Council Included as part of 
its anti-Islamist ‘“recommen- 
dations" to the government 
a stipulation that "finance 
organisations under the con- 
trol of religious sects should 
be followed closely and pre- 
vented from becoming eco- 
nomic forces”. 

Mr Ayban Apak, a director 
of Ihlas Holding, a big 


Islamic conglomerate, is irri- 
tated that his company 
should be considered a nest 
of fundamentalism. He says 
the group “has no political 
connotation, no cultural con- 
notation. This is business. 
You have to work with the 
rules of the society you live 
in. The owners of Jhlas are 
good Moslems, and this is a 
plus in the eyes of the Turk- 
ish people". 

Mr Vedat Akgiray, a US- 
trained consultant at Ihlas, 
says: "When people say a 
company Is Islamic, all they 
mean is that the owner is a 
practicing Moslem, But busi- 
ness is business. You still 
have to sell, package, market 
and produce." 

Ihlas is well regarded by 
financial analysts and is 
growing fast, although no 
faster than many conven- 
tional companies. The com- 
pany reported revenues up 
51 per in dollar terms in 1996 
to $714-6m, and net income 
up by one-third to $13.3m. 

Yet bankers report that 
Ihlas has managed to sew up 
business deals more easily 
than it could in the past, 


Competition over policy 


Continued from Page 111 


trade was only $448m last 
year, although Israeli tour- 
ists spend another $250m to 
$300m a year in Turkey. 
Jerusalem expects trade 
flows to exceed $2bn by 2000. 
The military even forced Mr 
Erbakan to see Mr David 
Levy, Israel's foreign minis- 
ter. when he visited Ankara 
in April 

Quixotically. Mr Erbakan 
is trying establish Turkey as 
leader of the Moslem world. 
Last year, he created the 
"Developing Eight" - or D-S 
- group of Moslem countries 
that comprises Iran. Egypt, 
Indonesia. Pakistan. Nigeria, 
Bangladesh and Malaysia as 
a counterweight to the rich 
world's G-7 grouping. 

Energy is an important 
foreign policy issue because 
energy consumption is grow- 
ing by 10 per cent a year. 
Turkey imports much of its 
energy, so the government 


wants good relations with 
Iran in spite of military 
accusations that Teheran 
exports “Algeria-type terror 
to Turkey" and supports 
Kurdistan Workers' party 
(PKK) guerrillas. 

Although Turkey expelled 
the Iranian ambassador 
for making a speech in Feb- 
ruary calling for 
an Islamic republic In Tur- 
key, it is going ahead with a 
gas pipeline to import $23bn 
of natural gas under an 
agreement Mr Erbakan 
signed last year. 

This has angered Washing- 
ton, which is expected to 
block international financ- 
ing for the pipeline. The US 
also worries that an increas- 
ingly volatile Turkey could 
increase the region’s Insta- 
bility. Mrs Madeleine 
Albright, US secretary of 
state, has said “we feel it 
vital that Turkey remain a 
secular state”. While the US 
has treated Welfare minis- 


ters to glacial receptions in 
Washington, it has urged the 
EU to “embed” Ankara in 
European institutions. 

Turkey imports most of its 
natural gas from Russia, a 
regional rival. However, 
domestic turmoil has under- 
mined attempts to increase 
Turkey's influence in the oil- 
rich Caucasus and central 
Asia. A consortium of inter- 
national oil companies, 
including Turkey’s TP AO, 
must soon decide where to 
lay strategic oil pipelines 
linking Caspian Sea oilfields 
to western markets. 

Turkey wants the princi- 
pal pipeline to cross its terri- 
tory, expecting it to yield 
rich contracts for Turkish 
construction companies, 
transit fees for the treasury, 
and political Influence 
throughout the region. How- 
ever. the Turkish route Is 
only one of seven under con- 
sideration by the consortium 
developing the reserves. 


thanks to its good govern- 
ment connections. It has 
taken a leading role in the 
'privatisation of the state 
electricity distribution sys- 
tem with access to cheap fin- 
ancing from Islamic books. 

However, an incentive 
package it negotiated with 
the government to set np a 
car factory with South 
Korea's Kia group unravel- 
led because of strong opposi- 
tion from the European 
Union. Brussels argued that 
the incentives violated Tur- 
key’s customs union with 
the EU. 

Yet Ihlas has always tried 
to stay on the right side of 
the government of the day, 
whatever Its ideology. Mr 
Apak says the policy of TQr- 
kiye, an rhlasowned newspa- 
per, is to print only good 
news and avoid criticising 
the government 

Few groups have risen fas- 
ter than Kombassan Hold- 
ing. based In the city of 
Konya, a Welfare bastion. It 
was only founded in 1995 but 
grew rapidly into a conglom- 
erate based on food, con- 
struction, light industry and 
textiles. It has attracted the 
attentions of the regulators 
at Ankara's Capital Markets 
Board, which investigated 
Kombassan for suspected 
accounting irregularities. 

While some observers say 
its acquisition in March of 
Petlaa, a state-owned tyre 
company for $35. 7m, was 
politically-driven, the deal 
may backfire. Successive 
governments have privatised 
Petla?, only to take it back 
when the company's new 
owners failed to pay. 

Islamic finance Is still a 
niche market Bankers esti- 
mate that interest-free 
finance houses hold no more 
than 3 to 5 per cent of the 
financial system's assets. 
Although business is grow- 
ing, they are probably 
expanding no faster than 
conventional banks. 

A1 Baraka Tfirk, founded 
in 1985 after the government 
lifted restrictions on Islamic 
finance. Is Turkey’s biggest 
non-interest bank. It is 
owned by Turkish and Gulf 
investors led by the Saudi Al 
Baraka hanking group. It 
posted a 19 per cent growth 
in assets last year to 


$699.30], and a 26 per cent 
rise in net income- 

companies can either 
lease equipment or borrow 
money, paying a large fee to 
allow for inflation and a 
mmy rn for Al Baraka. Fees 
vary between 9 and 13 per 
cent depending on the client 
and the deal Al Baraka is 
backing. Depositors share in 
the profits and losses of 
these operations through 
“participation accounts". 

Al Baraka places no funds 
in interest-bearing instru- 
ments, such as high-yielding 

government securities that 
became the road to riches for 
conventional banks. 
Although this has led to 
lower returns for their cli- 
ents, there is still a steady 
supply of investors moti- 
vated more by religious con- 
cerns t b?* 1 financial goals. 

There are more than half a 
dozen interest-free finance 
houses offering a growing 
range of services. Even some 
big hanks take the Islamic 
market seriously. Garanti 
Bankasi, one of Turkey’s top 
five banks, offers interest- 
free banking to clients pro- 
vided they also keep large 
balances that earn no inter- 
est 

Yet international bankers 
are wary of supporting 
Islamic businesses. Syndicat- 
ing their loans in western 
financial markets is more 
difficult than for conven- 
tional companies. Further- 
more, these companies could 
suffer if they lost their politi- 
cal connections. A consul- 
tant says many of them also 
have weak management, are 
ignorant of modern technol- 
ogy, and rely on captive mar- 
kets of the devout or the 
poor who are unable to 
afford better quality prod- 
ucts. 

A fairer assessment would 
probably conclude that 
Islamic businesses have 
many of file strengths and 
weaknesses of conventional 
Turkish companies. The 
more successful Islamic busi- 
nesses tend to be flexible, 
tightly controlled and hig hl y 
diversified, with fat margins. 
Yet they are still reliant on 
political favours, lack focus, 
and are controlled by ageing 
founders rather than profes- 
sional managers. 
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HUMAN RIGHTS* by John Barham 


Violations still common 


Campaigners say 
reforms are 
inadequate • 
and enforcement 
is weak 


Serious human rights 
violations continue in Tur- 
key, in spite of heavy for- 
eign pressure - particularly 
from the European Union - 
to halt abuses. The Turkish 
Hum an Rights Association's 
(IHD) statistics show some 
improvement, but violations 
are still common. 

The government says it 
deplores violations as much 
as local and foreign cam- 
paigners. Mrs Tansu Ciller, 
deputy prime minister and 
foreign minister, said in 
March: "From now on there 
will not be any missing per- 
sons in this country. This • 
terminology will be out of 
date in Turkey. Our struggle 
against terrorism will con- 
tinue with determination, 
but in fall conformity with 
human rights." 

However, between . Jana- 
ary and March this year the 
IHD reported 32 cases of 
death from torture; or while 
victims were in police cus- 
tody. It counted 24 cases of 
“unknown killings”, assassi- 
nations of opposition figures 
which rights groups believe 
are carried out on behalf of 
the security services. In 
March, there were .184 politi- 
cal prisoners in jail- 

Women’s groups have 
held weekly street protests 
in Istanbul for over two 
years, demanding informa- 
tion about relatives they say, 


were abducted by; the secu- 
rity forces. Torture remains 
common. Human .Rights 
Watch says torture, espe- 
cially by anti-terror police 
units, “is neither spontane- 
ous nor' rogue. .This unit has 
methodically incorporated 
torture and abuse , into its 
daily operations utilising 
special equipment". ' . . 

• In. 1995, Ankara amended 
the constitution and anti- 
terrorist legislation used to 
silence discussion of- the 
Knnfish question- This year 
the government cut. Incom- 
municado detention periods 
to between seven and 10 


However, human rights 
campaigners say •" . the 
reforms are inadequate and. 
that enforcement is weak 
because courts do not act 
against abuses by_ the secu- 
rity farces. General 0evik 
Bir,' deputy chief of staff, 
said human rights “should, 
not be abused, for political 
purposes, to polarise society 
or dismember the country”. 
Violations are particularly 
severe in the south-east of 
the country, where the army 
is fighting a 12-year war 
against guerrillas of the sep- 
aratist Kurdistan .Workers' 
party (PKK). 

Turkey has more than ISO 
laws and regulations con- 
cerning freedom of axpresr 
sion. They are frequently 
used against Kurds and 
left-wing activists. It is an 
offence to insult the mili- 
tary or Kemal Atathrk, 
founder of the modern Turk- 
ish state. It is illegal to pro- 
voke ethnic, regional or reli- 
gious hatred. Calling for .the 


division of Turkey is a ter- 
rorist offence. A state secu- 
rity court prosecutor has 
even demanded the death 
penalty for two Kurds who 
cut down the Turkish flag 
” and hoisted the PKK flag at 
a party congress last year. .. 

The " government has 
mounted a legal war of attrl- 
tion against human rights 
organisations. Last year, it 
demanded the closure of 
. medical treatment centres 
for torture victims.. N ow it is. 
ir yi p g to starve the IHD of 
funds, including. EU grants. 
It recently asked an Ankara 
court to dose down the asso- 
ciation altogether. 

- Western governments 
value-. Turkey’s strategic 
importance and want it to 
remain integrated in west- 
ern Institutions. .Yet politic 
riamc are also under pres- 
sure from public opinion for 
a more aggressive stance 
' towards Turkey. 

The US Congress has 
imposed a tie facto amis 
embargo on' Turkey, prtmar- ' 
ily in protest at human 
' rights violations. However, 
Mr; Nicholas Burns, State 
Department spokesman, 
said: “Turkey should . be 
more folly integrated- into 
Europe despite the fact that, 
there are - problems on 
human rights.” . 

The European- Parliament 
has suspended aid except to 
organisations promoting 
human rights *»d democ- 
racy. EU member-govern- 
ments say resolution of the 
Kurdish issue and full 
respect for human rights are 
basic criteria for accession 
to the Union. 
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DOGA EMRJi 


Citibank: 

Leading 

International Bank 


Uni-Mar 480 MW B-O-T Power Project 


U.S. $580,205,000 


Senior Credit Facilities 


Doga Eneiji Uretfm Sanayi ye 
Tlcarat A nonim Sirketi 


VA $182,400,000 


Supported by: 
The Export- Import Bank of Japan 
Ministry of International Trade and Indnstry of Japan 
Office National da Ducroin 
Oestm rirfafachc KontreHbank A kticn g e setisc ha ft 
Hermes KrwfitversSchernng6-/Vktiaigesdtediaft 


Term loan facilities to finance a lSOMW 
cogeneration power plant in Tbrkey 


Sponsors: 

MEC Esenyurt B.V. 

<«baly botmI ahridtey tf Mnn MU, Energy) 

Doga Enexjf Yatirtra hrieCme re Ttauret LS. 


Sponsored by: 


Financial Advisor: 
Citibank, NA. 


UNIT INTERNATIONAL SA 


Arranger: 
Citibank International pic 


TURKEY 



Co-Arranged by: 


Citibank, NA. 


IntercredHor Agent: 


Citibank, N A. 

November 1996 f 


CITIBANK® J 


US. $95,000,000 facility guaranteed by 
OHC and tended through Citicorp Securities, New York 
US. $35JMMU)00 faeflity insured by.NCM 
US. S6Ji0QJ)00 Commercial Batik facility 


Agent: 

Citibank htier aM t h aal pic 


April 1997 


CITIBAN<® 



Republic of Turkey 


U.S. $108,518,740 


Term Loan Financing: Gerede- Ankara 
Motorway Construction Project 


Republic of Turkey 

through Up dc i se cre ta riat of Treasury 


U.S. $50,000, 


Motorway Financing Facility 


US. SS3jOOOlOOO 

nadq- Ministry of tutermUc ca l TVailc nd Industry of Japan 
Overseas Uacml Loan (muranr Ftagnm 

and 


Eorotoan Tranche USD 25JXM.000 


US. $47318,740 
under tbe Export-tmpwt Bank of the Untied States 
CamiHd Leas Program 
end 


Co- Arranged by: 
Citibank International pic 


LLS. tejKXUWO 


Islamic Tranche USD 25.009.000 Istisna'a Finance Facility 


Arranged by: 
Citibank NJL 


Co-Arranged by: 
Citibank International pk 


Overseas Bechtel lac. 


Citibank has been active in the Republic of 
Turkey for over 20 \ ears and has built strong 
relationships with its (.overnment entities 
and financial institutions. The Republic of 
lurkey is just one of 5 1 countries in which 
Citibank, in 1990, acted as financial advisor, 
arranger ol bank financing or lead manager 
of bond issues for projects, Hus confirms 
Citibank's reputation as one of the most 
global institutions in project finance. 
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CURRENCIES AND MONEY 


DOLLAR SPOT FO RVVARD AGAINST THE DOLLAR 


WORLD INTEREST RATES 


May S3 

Closing 

ntepoint 

Europe 



Austria 

(Schl 

19JU71 

Belgium 

(BFri 

56B9C5 

Denmark 

(Dhr) 

ID 4P5fi 

Finland 

(FM) 

8.3154 

France 

tFFri 

92857 

Germany 

(DM) 

3.7559 

Greece 

(Drt 

44Q.152 

ketend 

(ID 

1.0783 

Italy 

(U 

271528 

Luxembourg 

(LFr) 

568905 

NatfwlaiU* 

(FT 

3X1964 

Norway 

(NKr) 

11.4823 

Pcctugal 

(Esi 

278.177 

Spain 

(Put] 

232.444 

Sweden 

(SKr) 

12.3756 

Swltzertand 

PSFrJ 

22942 

UK 

(Cl 

- 

Ecu 

_ 

1.4138 

SORT 

- 

1.174718 

Americas 



Argentina 

(Peso) 

1.6291 

Braal 

(RS) 

1.7455 

Canada 

(CS) 

22387 

Mexico (New Pesoi 

122428 

USA 

151 

1.6301 


Bw/ofler 


Dev’s Mid 
high ton 


OfM m u ri U i 
Rate %PA 


Throe months One year Bait of 
Rata fuPA Rata MPA Eng. tow 


May 23 


Europe 


8 3154 -0.0276 067 - MO 8.3460 8JB50 

9 J857 -0.0342 814 - B99 9 XJ234 9.2390 

2.7559 -0X31 IB 545 - 573 2.7666 2.7413 

-1.31 845 - 458 441.558 437.747 

1.0782 *0.0002 771 - 792 1X1792 1 0754 

-984 328 - 72a 2726 05 2702.63 

12353 404 - 406 578910 56.6210 

38984 -0.0123 969 - 998 3.1095 3.0626 

0.0272 747 - 889 11.5302 11.4145 

-0669 010 - 343 279.100 276.854 

-0.652 348 - 540 233.210 231.350 

0.0062 657 - 655 12.4332 12.3119 

2.2942 -0.0113 937 - 957 2.3030 2-2828 

1.4138 -0.0047 127 - 148 1.4188 1.4067 


19 3436 

33 

192556 

23 

- 


103.1 

Austria 

56.7355 

33 

56.4205 

33 

543905 

3.3 

103.1 

Belgium 

10.4703 

23 

10^173 

32 

10.1963 

23 

1053 

Danmark 

. 

. 

- 

- 

- 

. 

622 

Finland 

92615 

3.1 

92136 

11 

8391 

32 

1063 

France 

2.7463 

32 

2.7323 

34 

2-662 

3.4 

1042 

Germany 


. 

- 

- 

- 

- 

652 

Greece 

1.0763 

-ai 

1.0773 

03 

IX) 703 

0.7 

96.1 

Ireland 

2717.1B 

-02 

271B.56 

-05 

2704.68 

0J 

76.4 

Italy 

56.7355 

32 

56A30S 

33 

543905 

33 

103.1 

Luxembourg 

3 0898 

32 

3X1719 

3.4 

23838 

14 

102.9 

Netherlands 

11.4518 

32 

11.3923 

3.1 

11.1463 

2.9 

982 

Norway 

276X127 

0.6 

277.652 

0X3 

- 

- 

919 

Portugal 

”32284 

02 

231244 

1.0 

229XJ09 

1> 

773 

Spain 

12.3941 

2.1 

123061 

22 

12.1121 

2.1 

84.4 

Sweden 

£2848 

42 

22657 

50 

2.1816 

42 

1062 

Switzerland 

- 

- 

- 

- 

. 

- 

98.1 

UK 

1.4111 

22 

1.4052 

ZA 

13781 

23 

- 

Ecu 


1.6291 -0.0051 2S6 - 296 
1.7455 -00029 445 - 485 


1.6301 -0.0044 398 - 306 
Padfic/MMdb) East/ Africa 
Australia 
Hong Wong 
India 
Israel 
Japan 
Malaysia 


1.6332 1.6222 

1 7483 1.7374 

22485 22293 

128508 12.7691 
1.6335 1.6325 


2.1337 2.0874 

12.6417 128533 
58.4010 588690 
5.5465 58126 

189800 187840 
4 0857 4 0638 

2865b 28458 

438478 428563 
6.1263 68855 

2 8386 28234 

78001 72558 

1455.12 144886 


IAS) 2.1286 *0.0357 274 - 307 

(HKS1 12.6170 -0 0383 123 - 217 
(RS 582517 -02063 930 - 103 
(StiKJ 5 5350 -0X1161281-418 

(Y) 188.106 -1 ?9 991 - 220 

(MSI 4X1777 -0.0127 756 - 798 
New Zealand INZSi 2.3592 *0.0059 576 - 608 
PleBpplnas (Peso) 43.0021 -0.116 563-478 

Saudi Arabia (SR) 6.1138 -0.0166 117 - 159 

Singapore (SSI 213343 -00055 328 ■ 358 

South Africa (H) 72898 -0.0184 851- 945 

South Kama (Won) 145226 -13 165 - 286 

Taiwan (TS1 45.3576 -00924 029 - 122 45.4505 45.1542 

ThaAarvS IB1J 410121 -0 1783 178 - 064 42.0320 41.3640 

t Rate >c May 22 . Blotter senate m (ha Pnnd Sen table shoe tirtfv me last Urea eeanal {feces. Forward rate are nor directly Quoted ton mote 
But an mmed by airenr nterrst ram Swtog mom cafeukaed by me Bonn o) England. Baas aw* age lego = 100. ratroed 1/J/95. Bid. Otar and 
MU-rmas T bam and Be Daw Spar tXM dervrd from THE WWHEUTERS CLOSMG SPOT RATES. Same vtans as rrrurxxd By the F.T. 

The Mcfonga rate imad « this ct*3 are also avataM on the iiwik at tit8K/SwwwpT.com 


CROSS RATES AND DERIVATIVES 


22325 

3.4 

2221 

32 

2.1793 

2.7 

843 

1.6292 

0.7 

1.G274 

0.7 

1.6192 

0.7 

102X1 

2.1282 

03 

2.1263 

0.5 

11162 

02 

816 

13.6111 

03 

12.8005 

02 

115657 

0A 

- 

187.046 

63 

185236 

62 

176X221 

63 

1303 

2359 

0.1 

236 

-0.1 

23872 

-03 

1123 

- 

- 

- 

- 

- 

- 



SORT 

Americas 

ArgenBna (Peso) 

Braal (RS) 

Canada (CS) 

Modes (New Peso) 7.E 
USA (S) 

Psdflc/MldtBe East/AMca 


Closing Change Bid/offer 
m id-porn on day spread 

fSch) 110993 -0.0188 965-021 
(BFr) 545000 -OX15 800 - 200 

IDKi) 6.4367 -o 0086 377 - 397 
(FM) 5.1012 -00031 974 - 049 
(FFrl 56964 -00058 955 - 972 
(DM) 1.6907 -0.0026 903-910 
(Dr) 270X05 -0075 910 - 120 

|K) 1.5120 -0.0043 110 - 130 

(l) 1865.72 -1X53 500 - 643 

ILFf) 349000 -0X15 600 - 200 

(PI) 10007 -0.0024 004 - 010 
INKr) 7.0439 *0X1023 414 - 464 
(Esi 170650 +0X35 600 - 700 

(Pta) 142595 -0X715 560 - 610 
(SKt) 75920 +0X1167 882 - 957 
iSfrt 1.4074 -0X1031 069 - 079 
[£) 1.6301 -00044 296 - 306 

- 1.1530 +0.0007 525 - 595 

- 0.71684 


00994 -0X1004 994 - 904 
1.0708 +0XJ011 705 - 711 
10734 


Day"* mid 
high tear 


340890 34.8560 
6.4586 6.4289 

5.1189 5X1946 

5.7095 5.6874 

1.6860 1.6880 
270-580 268.293 
1-5165 1.5Q6S 

1670X10 1903.35 
34J690 34.8560 
1-9062 1X2379 

7.0750 7X3095 
171.000 170500 
142XJ20 142 490 
7.6181 7.5784 

1.4148 1.4054 

1.6335 1.6225 

1.1548 1.1508 


0X3994 0X3994 

1.0711 1.0702 


One month 
Rate XPA 


Three months One year J P Morgan 
Hats %PA Rote MPA Index 


11376S 

23 

113281 

2.4 

113793 

2.7 

1023 

34X325 

26 

3437 

16 

33X33 

23 

1010 

6.4269 

22 

14022 

23 

63902 

. 13 

1083 

5.0393 

23 

63649 

23 

43567 

23 

813 

52847 

23 

5362 

14 

53460 

23 

1053 

1.687 

2.6 

1.6793 

2.7 

13424 

23 

1033 

27U.9 

-3.0 

272X14 

-33 

278.715 

-32 

84.7 

1.5113 

03 

13108 

03 

1.5075 

03 

- 

1607.62 

-1.4 

167032 

-1.1 

18716 

-0 A 

70.1 

34325 

2.6 

3437 

23 

3333 

23 

1010 

1.8986 

16 

1368 

17 

13476 

IS 

1023 

7X1268 

2.9 

7.0011 

14 

83754 

2.4 

973 

170.635 

0.1 

17037 

03 

189 IS 

03 

943 

141595 

03 

142318 

03 

14136 

03 

773 

73826 

13 

7362 

13 

74675 

13 

84.1 

1.4025 

4.1 

1392S 

4.1 

13471 

43 

105.7 

1.6292 

0.7 

13274 

0.7 

13192 

0.7 

S8.1 

1.1544 

-1.5 

1.1576 

-1.7 

1,1754 

-13 

- 


MONEY RATES 

May 23 Over 

. night ' 

One 

month 

Three 

rmhs 

Six 

mths 

. One 
year 

Lomb. 

inter. 

Dte. . 
rate ' 

Rapo 

rate 

Belgium 

35i 

A£ 

3D 

32 

33 

6.00 

230 

- 

week ago 

" 

- 

- 

- 

- 

- 

' “ 

” 

Frarat 


3U 

3% 

33 

34 

3.10 

“ 


week ago 

- 

- 

- 

- - 

- ■ 

- 

- 


Germany 

3 

3i 

3% 

3i 

34 

430 

230 

3XJD 

week ago 

- 

- * 

- 

— 

- 

— 

” 

” 

Ireland 

G 

6i 

6* 

6H 

S’* 

- - 


175 

woafc ago 

- 

- 

- 

- 

- 

- 

— 


fb*r 

eis 

6U 

63 

6ft 

64 

636 

8.75 

- 6.76 


week ago 
N et herlands' 


US 

week ago 
Japan 
week ago 


iji m 
5% 5tt 


31 

IB 

62 


3& 


53 61 


1XW 


Australia 

Hong Kong 

tnefia 

Israel 

Japan 

Malaysia 

New Zealand 

PhOppines 

Saudi Arabia 

Singapore 

South Africa 

South Korea 

Taiwan 

Thailand 


(AS) 1.3050 
(HKS) 77400 
(R9) 35.7350 
(Shk) 3.3955 
(Y) 115595 
(MS) 25015 
(NZS) 1.4473 
(Peso) 26X3800 

(SR) 3.7506 

(SS) 1.4320 
(ffl 44720 

(Won) 800.900 
(IS) 275250 
(Bt) 255500 


*0.002 731 - 736 

1X3773 

13718 

1.3704 

2.8 

1X3649 

28 

1X34B9 

2.0 

84.7 

+0.0115 760 - 610 

73810 

73760 

7387 

-165 

0.1885 

-15.7 

9.1835 

-108 

- 

- 

- 

- 

- 


- 

- 

- 

- 

1029 

*0X125 055 - 063 

13063 

1X3055 

18063 

-0.4 

1X3C64 

-02 

1X3054 

OX) 

973 

*0.0035 395 - 405 

7.7405 

7.7370 

7.741 

-02 

7.7424 

-0.1 

7.7525 

-08 

- 

-003 100 - 600 

353400 

35.7650 

35825 

-10 

36.11 

-42 

33916 

5.1 

- 

-0.0013 923 - &8B 

3.3988 

33936 

- 

- 

- 

- 


- 

- 

-034 300 - 430 

116X210 

115.130 

11484 

5.8 

113.735 

58 

108.835 

5.7 

1313 

-00Q1 010 - 020 

23035 

25Q1Q 

15038 

-1.1 

2.5079 

-1.0 

25248 

-09 

- 

*0X1075 468 - 478 

1.4478 

1.4482 

1.4481 

-0.7 

1xJ505 

-08 

1.4606 

-09 

re 

- 800 - 000 

25.4000 

2S38D0 

re 

- 

- 

- 

- 

- 

- 

- 504 - 507 

3.7507 

17604 

3.7508 

-0.1 

17513 

-0.1 

17542 

-0.1 

- 

+0.0005 315 - 325 

1.4331 

14310 

1.4304 

14 

1.4263 

18 

1.4045 

19 

- 

*0X102 70S - 735 

44735 

44630 

4 5H5 

-10.6 

4889 

-105 

4887 

-93 

. 

-0.6 800 - 000 

801300 

890300 

re 

- 

. 

- 

- 

a 

. 

*0X515 000 - 500 

278500 

278000 

278256 

0.0 

27827 

0J) 

278313 

09 

- 

-0X54 000 - 000 

25X5250 

254550 

25.7112 

.-19 

25.835 

-19 

28405 

-29 

- 


■ t LIBOR FT London 
In terb an k Ffadng 

week ago 
US Denar CD* 
week ago 
ECU Lbifead Da 
week ego 
SDR Linked Ds 

week ego -------- 

9 UBOR kvette* fixing rates ere offered rate tor SlOm quoted to me merite ter kxir 
rataranos bento a llatn andi mrkrg day The banta are: Bankcra Trust. Bet* pi Tokyo 
MfcMabh, Barclays and Natond WaetmMstar. 

Md rate an Swwi lor the domo B c ttowi Raws. USS CCn, ECU S 5DR LTWd 0 (prate (P*l. 

EURO CURRENCY INTEREST RATES 


68 

53 

553 

6i 

5x18 

559 

5.72 

8.01 

4i 


4\i 

4£ 

3h 

3% 

3% 

3JJ 


May 23 


Short 

term 


7 days • One . 
notice 


Three 

months 


Six 

months 


One 

year 


t SDH rate per S tor Mav 22. Bidtofier spreads n the Qatar Spot table shew arty the tsar three decimal places. Fonvsd rates are not drectiy 
quted to (he mortrat but ana tarptod by tarrenr Intareoi rates. UK. Ireland & ECU are quoted m US currency. JJ=. Morgan mW tuSccmMay 


_ I by oorarl interest rales. UK. Ireland 6 ECU ara quoted 

22: Base average laWfalOQ. 

The exchange rates printed ki BBs «M are daa gvatabfe on the Hemet at hapa’/www.FT.ajm 


UK INTEREST RATES 


EXCHANGE CROSS RATES 

htey 23 BFr DKr FFr 

DM 

K 

L 

n 

NKr 

Es 

Pta 

SKr 

SFr 

£ 

CS 

S 

Y 

Ecu 

Belgium 

(BFil 

100 

18.45 

16.32 

4.844 

1995 

4773 

5.446 

20.18 

4890 

408.6 

21.75 

4.033 

1.758 

3.935 

2865 

330 JS 

2485 

C>enmarh 

(DKr) 

5490 

10 

8.847 

2.626 

1.027 

2587 

2952 

10.94 

285.0 

221.5 

11.79 

2.186 

0953 

2.133 

1553 

1799 

1.347 

France 

(FFrl 

61.27 

11.30 

10 

2.968 

1.161 

2924 

3 337 

12X37 

299.6 

250.3 

13.33 

2.471 

1.077 

2411 

1.756 

2026 

1.523 

Germany 

(DM) 

20.64 

3.808 

3.369 

1 

0.391 

9859 

1.124 

4.166 

100.9 

84.34 

4.490 

0X332 

0.363 

0.812 

0.591 

8895 

0913 

Ireland 

(ig 

52 77 

9.735 

8.613 

2.556 

1 

2519 

2.874 

10.65 

258.0 

215.6 

11.48 

2.128 

0.928 

2077 

1.512 

1749 

1911 

Italy 

(L 

2.095 

0.387 

0.342 

0.102 

0040 

100 

0.114 

0.423 

1094 

8.561 

0.456 

0.085 

0.037 

0.082 

0.060 

6.928 

0.052 

Netherlands 

|FU 

18.36 

3.388 

2.997 

0.890 

0.348 

876.4 

1 

1706 

89.78 

75.02 

3.994 

0.740 

0X323 

0.723 

0.526 

60.71 

0.456 

Norway 

(NKr) 

49.55 

9.141 

8.087 

2400 

0.939 

2365 

2.698 

10 

242.3 

202.4 

10.78 

1998 

0.871 

1950 

1.420 

1639 

1931 

Portugal 

(ESI 

20.45 

3.773 

3 338 

0.991 

0.388 

976.1 

1.114 

4.128 

100 

83X56 

4.449 

0.825 

0.359 

0.805 

0X586 

6792 

0908 

Spain 

(Plal 

24.47 

4.515 

3995 

1 .186 

0.464 

1168 

1.333 

4940 

119.7 

100 

5924 

0.087 

0.430 

0.963 

0.701 

8093 

0.608 

Sweden 

(SKr) 

45.97 

8.481 

7.503 

2.227 

0.871 

2194 

1504 

9978 

224.8 

1879 

10 

1.854 

0908 

1.809 

1.317 

1520 

1.142 

Switzerland 

ISFri 

24.80 

4.575 

4.047 

1.201 

0.470 

1184 

1.351 

5.005 

121.3 

101.3 

5.394 

1 

0438 

0.976 

0.711 

8199 

0916 

UK 

ro 

56.89 

10.50 

9968 

2.756 

1.078 

2715 

1096 

1148 

2789 

232.4 

12.38 

2994 

1 

2939 

1.830 

188.1 

1.414 

Canada 

(CS) 

25.41 

4988 

4.146 

1931 

0.482 

1213 

1984 

5.120 

124.3 

1039 

, 5.528 

1.Q25 

0.447 

1 

0.728 

84X32 

0.632 

USA 

(S) 

3490 

6.439 

5.696 

1.691 

0 661 

1666 

1.901 

7.044 

170.7 

1416 

7.592 

1.407 

0513 

1.373 

1 

115.4 

0.867 

Japan 

(Y) 

3034 

5.580 

4.936 

1.465 

0.573 

1443 

1.647 

6.104 

1479 

1216 

6.579 

1920 

0.532 

1.190 

0.887 

100 

0.752 

Ecu 

- 

4034 

7.424 

6.568 

1.949 

0.763 

1921 

1192 

6.122 

196X3 

184.4 

8.754 

1.623 

0.707 

1.584 

1.153 

133.1 

1 


Dsidi Kroner. French Ftwc, Nwwraiai Kroner, and Swoosh Kiomr per ift Belgian Franc. Yea Fn«tn urn end Pesos per 100 
■ D-MARK FUTURES (IMM) DM 125.000 par DM 



Open 

Sett price 

Change 

High 

Low 

EsLvot 

Open Im. 

Jun 

0.5914 

0.5915 

+0.0001 

0.5937 

0.5907 

14,418 

75,492 

Sep 

0.5063 

0.5953 

- 

0.5971 

0.5951 

164 

4.083 

Dec 

0.5993 

0.5994 

*0 0001 

0.6001 

0.5993 

3 

516 

■ SWISS FRANC FUTURES IIMMI SFr 125.000 per SFr 



Jun 

0.7095 

0.7146 

♦0.0047 

0.7152 

0.7083 

14.668 

45,203 

Sep 

0.7162 

0.7224 

+0.0048 

0.7230 

0.7160 

1.459 

5,117 

Dec 

0.7293 

0.7304 

*0.0049 

0.7293 

0.7286 

3 

442 

■ JAPANESE YEN FUTURES (IMM) Yen USm per Yen 100 



Open 

Sett pnce 

Change 

High 

Low 

EsLvol 

Open int 

Jun 

0.8652 

0.8664 

♦0.0010 

09712 

0.8631 

30.944 

83.880 

Sep 

09778 

09778 

*0.0010 

0.8814 

0.8740 

1.384 

5.445 

Dec 

0.8890 

09894 

+0.0010 

O.BB04 

0.8890 

20 

785 

■ STERLING FUTURES (IMM) E92500 per £ 




Jun 

1.6236 

1.6348 

+0.0122 

1.6364 

1.6226 

1&292 

40,765 

Sep 

1.6208 

1.6320 

+0.0120 

1.6350 

1.6204 

1.584 

6.641 

Dec 

- 

1.6292 

*0.0120 

1.6310 

- 

1 

116 


■ PHILADELPHIA SE E/S OPTIONS £31,250 [cents p» pound) 


Strtoe 

Price 

Jun 

- CALLS 
Jul 

Aug 

Jun 

— PUTS — 
Jul 

Aug 

1920 

2.18 

2.69 

3X21 

6.69 

194 

196 

1930 

1.55 

116 

296 

1.07 

1.76 

2.41 

1940 

1.01 

198 

2^4 

1.59 

228 

299 

Pimtoue day's vaL. Cans rva Pure nra . 

Prev. day's open Int, Guta rva Rita n/a 



■ PHILADELPHIA SE D-MAHK/3 OPTIONS DM62.500 (3 per DM) 


Strike 

Price 

Jun 

- CALLS 
Jul 

Aug 

Jun 

- PUTS - 
Jul 

Aug 

0985 

0.89 

1.20 

1.48 

097 

0x16 

0.84 

0990 

098 

0.90 

1.18 

0.45 

096 

094 

0995 

096 

0.65 

0.95 

0.73 

092 

1X» 

Previous day'* «L, Calls n/a Puts nra . 

Prev. (Jay's open kit. Cats n/a Pun nft 



1 OTHER STATISTICS 1 

STOCK INDICES 

-1997 - 

May 23 May 22 May 21 May 20 May 19 Higrt Lew 

Since comp. 

HJglt Low 

— 1997 ~ Since comp. 
May 23 May 22 May 21 Hay 20 May 19 Kgb Low Hgh low 


FTSE 101 466U 46SU 46420 45075 4M5I 4B3L9 40565 46919 308.9 

FTSt 30 4508 7 45015 45004 44890 45194 472W 4469.4 47294 1379.4 

FT5f SO w IT 45185 45152 4514.7 4503 6 4525X1 47718 45016 47718 13713 

FTS6 350 2257.7 2251 3 2249.3 2234.6 23515 2272.1 20179 2Z72.1 6645 

FTSE SntaKap 229881 2299.95 230157 2304.47 2311.45 237420 217129237420136179 

RS SfloK*HB 0 2291.01 2292.M 2294.75 229858 2306.44 238238 2l9aB0 238136 1363.79 

FTSE Al-Shzre 2216.70 2212.70 23)9.21 219614 2211.91 223098 1989 78 2230XB 61.92 


RIGHTS OFFERS 

Issue Amount Latest 

price paid Renun. 1997 

p up date High Low 


Closing 

price p +«■- 


FtSEFWgftK 1290321290.491291.77 129258 12S7J031M6S2 1221481346a 31.14 

FTSE Eimn* 100 2367.16 238929 23S438 2337J3 2342X11 238929188130238939 90045 

FTSE Ewdra* 200 2381.76238532 2365.14 235141 2375.03 2385221947.11238522 93852 

FT 30 3003X1 29975 2987.7 29615 29785 30185 27625 30185 414 

FT GtM Securities 9551 95.66 9650 96.72 9650 8751 9131 12748 4918 

FT Fined Herat 12052 12059 12088 12058 12097 1215B 11355 13357 5053 

FT5E SOU Bate 155357 155431 1559.47 1559X10 15S541 190749 14606022073 92118 


LONDON RECENT ISSUES: EQUITIES 

Issue Amt MkL Close 

price pad cap 1997 price Net D(v. Gre R/E 

p up (Cm.) High Low Stock p ♦/- dir. cm yW net 


52.5 

Ml 

21/5 

Jl-2Pm 

1pm 

Bokrws 

1pm 

6 

W 

2/B 


!jpm 

Boltan Grp inti 

’zpm 

196 

Ni 

3/6 

57 pm 

47 I zpm 

Enterprise Inns 

56pm 

360 

Ni 

29/5 

4ii2pm 

7pm 

Oxford Molecular 

tOpm 

50 

Nil 

23/5 

i>zpm 

*2 pm 

RacKncoc Mner* 

1*4 pm 


pni prCVT^CETL 


BANK RETURN 


BANKING DEPARTMENT. 

Wednesday 
May 21. 1997 

Increase or 
decrease tar week 

Uabffittes 

E 

E 

Capital 

14.553.000 


Pubic deposns 

742.437.1 71 

-448.03S.802 

Ban hem deposits 

2.306.448,59? 

+ 149,139.417 

Reserve and other accounts 

3.128.311.519 

-116.116.186 

Assets 

6.191.750275 

-413.076.571 

Government securities 

1.395961.490 

-81.934.063 

Advance and other accounts 

4X732.791.481 

+525299.357 

Premise, equipment and other secs 

757.758JJ88 

-850,607,013 

Moles 

5.159939 

-5.756.917 

Com 

89.797 

-17.935 


6.191.750975 

-413,016.571 

ISSUE DEPARTMENT 



Debates 

Notes m crcui atari 

21^64,040.751 

*225.756.917 

Notes in Banking Department 

5.159.239 

-5.756.917 

Assets 

2l.470Xna.000 

+220.000.000 

Other Go-rem merit securities 

14,398916.034 

-781,666,530 

Other Securities 

7.071.083.966 

*1,001,666530 


FP. 

3,713 

655 

532*2 AAanca 3 Lac 

638 

FP. 

945 

1200 

830 Aston VBa 

825 

FP. 

38M 

30812 

26l*z CoUe i Wireless 

261*2 

F.P. 

- 

102 

97*’ Ciaadan B 

102 

F.P. 

25.0 

in 

100 Downing HI 1CT 

100 

FP. 

3 2T 

42 1+ 

nt&gtes 

33*2 

FP. 

11.6 

147*2 

115 man of Mtfrim 

115 

FP. 

7.18 

164*2 

159*2 trra 

160 

FP. 

315 

105*2 

102*2 TOTegratsd Aa Mg 

105 

F.P. 

5.13 

130*; 

132*2 TLadyin LeStre 

123*2 

F.P. 

3.76 

119*j 

112*2 Longiridge Ind 

119*2 

F.P. 

19.6 

54*2 

47*2 jWMT 

50*2 

FP. 

S.48 

144t 

12 tNewmafk Tech 

13 

FP. 

8.00 

in 

in Perene AIM VCT 

in 

FP. 

188 

70*2 

38*2 tPwa Damonds 

64*2 

FP. 

0.76 

iS 

13^ iVo Warrants 

«* 2 

F.P. 

21 JJ 


150 Quatowam 

155*2 

F.P. 

16X2 

724*2 

120*2 S^ehurst 

122*2 

F.P. 

10.8 

108*2 

102*2 tSoccer Invasbnrt 

107*2 

FP. 

5.40 

4 

3lr Vsrsafte Group 

3* 


*09 LI 03 25 3315.7 
+2ly R85 15 15 453 
^ - - 


- 107 


225% - 15 - 

1575 15 34 19.6 


t ABamatne Imearmant Market § fAaOng price. ■ toroaic io e For a fun exptanabon d ad 
other symbols please refer to The London Stive Sendee notes. 


FTSE GOLD MINES INDEX 


% chfl % Of 

Hay aim KHDqi Gold Gmsa tfi* P/E 52 
23 31/13* Sbn Btan yldd K ratio M*t 


Lite 


GOM Mines Index pi] 155137 -149 43JM 10050 2.18 - 237656 146850 


Africa (14) 
Aatrabafa (6) 
Nonh America fill 


1751.43 -17.7 1042 
1748X10 -215 4.60 

1480X12-125 2003 


2450 5.08 2744 3144 05 1724.86 

10.68 10T 1958 2677X2 174020 

Si.12 097 6044 2126.45 133584 


UK GILTS PRICES 


rrv«. Mm 
Note Pnce £ W- tm 


21.470000.000 


hteral Last Oh 


*220.000X100 


Copyright- FTSE HenwHord LWiMd 1W7. AD rights reserved Figures In Brackets show 
number at compante. Basis US Dotarfe Base Values. 1000.00 Mnvaz t ParttaL 


WV% M*d 
[£ *4- Jai 


Marat Last Off 


rkt And 
Nora Price E *h- Era 


ton* 

doa 


Lad Oty 
ad 


Starts” (Umm to Rre Ten) 
rKBsCiwTpclHTO— 100£ 


IJ968 FeSAuS 

TraM8Ju* 1997ft 

IM5j 

— - 

5.550 Eteri Sel 

Erih TSPC 1997 

10311 

-2 

030 «027 0c27 

Exdl94ilK 1996 

102* 

-1 

3J5C Jy 19 Ja19 

lien 7 '<FC 1999ft 

TODlj 

-I 

USD S«30Mr30 

Trees ISIjk - 88ft 

111 

-2 

935 Mr»Se30 

EjdliXK I99E 

107ji 

-2 

3. BOO MT20NV20 

rm»9<2K 1999ft . _ 

iw;. 

-2 

1300 JyiSJalS 

TrearRtg Rale 1990ft . 

100,1 



5700 9MrJe5e0e 

Excti i:’*pe 1999 

103A 

-3 

3XBfl S8%Ur4G 

Trees 1D>2PC 1999 

10GU 

-3 

1X5: f(.19Uf19 

treat 6fK 1999 ft — . . 

98,', 

-2 

6X950 Feio/lgiO 

ConKmonI(HaDC1999~ 

107U 

-3 

1.798 U/ZHHZ2 

cm 9 k 2000ft 

10&u 

-J 

5350 5e3WO 

Jiau I3{r TOM- 

lifiU 

— 4 

3,177 XaiajyK 

maaMpc 199S-1 

10613 

_ — 

J70 MSMfiS 

inas Sec 20am ™_ 

1C3i 

-5 

9M0 Je7De7 

Trees FSj Rate »Mi 

700,’. 

_ 

3XBQ BOcJataJy 

Tims Itbr 2001 

109.’. 

-S 

aids /uasiws 

Trees 7pe 2001 ft 

991. 

-7 

12J50 UySU6 


VteTcn 

cMICtt. — 

ijcxa b 


DC 2003 

‘;oe 2001-4 

lljpr 1939-4.— 
F10l2pirOO«- 

> pc 2005 

bK 2063-5 — 

jKJtBKft 


99« 
mi 
lOrii 
H3J5 
U4f) 
BSii 
"3|!r 
97*3 id 

lisa 

iMii 

1082, 


-7 4,000 
-7 65Zr 
-Jd UBOO 
-8 2503 
-6 IflTO 
-14 S«3 

-1.0 3.4IJ 

-.9 19)0 

-10 4842 
-P 2500 
-11 10373 


De7Je7 
Fes Au77 
JeTODelO 
IMS* 
S*19 HH9 
Ja14 Jy14 
AriSOCS 
UyfSIMe 
ocisApia 
My2TFh7l 
Jartw 


Tr6K7iae20££tt--. 

TrealTVpcmKtt 

Tims Soc M02-6S: 

rras111iK2003-7-_ 

1reas»t2Dca3l)7tt_.. 

Irac 7 1.'4 jk 2007(4 -- 

Iren 9pc 2008 it 

IreasSpcMM 

Treas 6 U4pc roilttt 

Cony 9ocLn 2011 B. — . 


OrerllHfM 

Trass 9tc 201244 

TreayaicSBB-lTS^ 

Treat fins 201 «* 

Ttes7kacHn2-15t$_ 

Trass Boc 3J1 5+t 

Tress Wip:20i7tt — 
TreasdpcKBij* 


1B2 1349 
29.112010 
27 2 1281 

lOJIJffl Cates age 

3’ 1774 Waute3tjpc«- 


rai4«t 
203 1341 

17 4 IMS 
911273 
193 1788 
1931306 
951259 
61 1347 
2.12 49*5 
173 1264 
851288 
30 I 3635 
1351242 
20212(4 
it 1299 
135 1306 
23.114948 
74 - 

1721280 
24.(3031 


101JI 
1 03% 
10213 
KWH 
«*E 
lOOii 
I1U 

105jl 

91 .W 

114^ 


•1.1 11.700 
-1.1 4^00 
-5 2.050 
-3 1150 
-15 7597 
•12 5JU0 
-13 Si21 
■15 1450 
■14 4j50 
■TJ SJ73 


5-7DB7 
Mr8 586 
4o50c5 
Jy22 Jj 22 
JjlbJylB 
Jb7De7 
Ap130c13 
Mr2SSe2S 
tt25Nl2S 
Jyi2Jal2 


28111140 

ItaM-Uatad 

W 




27 J 2300 

4^pcW»- 

-X1K61 

HU. _. 

BOO «tC7 0c27 

17.4 1753 

2531334 

«t#e'0i — 

PIT, 

186,1 -4 

2.150 BW4 Se24 

1331316 

111 1293 

7 11 TIP 

2>imro3 — 

--(78® 

182,’. -3 

2300 U»20ir«20 

93 13F7 

4i*|ieWS- 

-H9S61 

110*1 -6 

1,150 ta21 Oe21 

1041255 

T 1 l&Jtf 

204*06 

— 1895 

1 KA -8 

2350 Jai9jyi9 

9.11314 

“ ” 

21jCC C9 — 

—itta 

T72* -B 

2300 147® UCO 

931311 

141*43 

TtjDC 'll 

(74*) 

178,’. -9 

1950 RC3AC3 

112 1319 

143 133S 

Jiape*i3 — 

18121 

146S -1X1 

1400 Fsl&MlS 

02 1320 

1554632 

IijKlO — 

— (8v £3 

ISM -10 

1400 Ja26Jy26 

111 1321 i 

£1 (245 

2 1 2Oc’20 — 

(3KB 

149B -12 

3350 4016 0C16 

7.4 1322 ' 


ihocv# — turn 

ia^i -13 

1400 JaiTJylT 

8.11323 ' 


•hseTQtt- 

— H3S 1) 

171JJ -13 

1.300 Jai6Jyn 

731034 


USA -13 

5380 F rftafl 

2ail701 

85U -10 

1XW0 IlnDSalO 

772 vm 

U61j -14 

6.100 Hr27Ss27 

I4JZ229 

103U -U 

600 JyW Ja26 

1S1 1ST 

107 A -13 

U7S7 jgrnr 

311*992 

114JJ -15 

7.S0 WS4U25 

1421981 

108,2 -16 

11300 Je70e7 

26.11 - 


tU Figures in oanemhasas atuav Wl base tor tetoung. te 8 
months Deer to «buu and ham been n te ate d to reflect 
reoasaig dflUB 100 n Febnmy 1967. Common laesa 


Other Fixed Interest 


52B -3 0 359 Ail Fe! 24.1 1239 

47(3id -IT 1,909 XfllDal 1651332 

65,’, -IJ 115 AolOcI 113120 

28i: -IJ 56 4050c5 2131524 

333 -at) Z7E SteApJyOc S3 (236 

33|i -2.7 4» Apl Del 1931315 

rioc*. rx Ts-lree to narwafederao m Bscacaaun. E Auction bosa- *4 £* OniHiencs. dosing md-pricaa am umn n pounds per £«» nerMm) or mcK nercentage Chargae 1 
i on a Friday to Friday basis. 


I533WI 
941247 

115 1295 CdBnfci'MC 

21114948 TiEB.X'lpC 


AttsDwIDlocZnB— 

IZHi -13 

(GO taC4Se2* 

243 - 

BTsmilijpeanz 

in*: 08 

45 Myl5Bvl5 

15 4 TO/ 

leads i**2ix! 2006 

133*g 

40 4ol Od 

1033146 

1 Uvrrpcd 3%cc Vnw. 

44 

5 UpJyOcls 

13 - 

USSkTOWI— — 

XU 

26 IMUsSttfe 

15 - 

Hana*iwl1is*3E7. 

1C7*C 08 

enuBiws 

27.33275 

Mtt.Wg.30CB- 

BZ 

a MriEei 

J2J381 

irwdBAigb 3VC acti 

MSB -* 

go jotuno 

7612 34SS 

4^18(0* 

139 -8 


W -. 

i 


LONDON MONEY RATES 

May 23 Over- 7 days 

night notice 


One 

month 


Three 

months 


Six 

months 


One 

year 


Bdgtrei Franc 

Ok 

-3*4 

3% 

-3ii 

3*8 - 

3k 

3V 

-3k 

3% 

-3ft 

3ft 

-3ft 

l_, 

Denteh Kruno 

3}J 

-3*2 

a*3 

-3*2 

3*o - 

3*2 

3ii- 

-3ft 

3ft 

-3ft 

3# 

-3B 


Gentian Mark 

3}t 

-zfi 

3£ 

-3i 

3*8- 

2% 

3ft 

2ft 

3*4 

- 3 

3ft 

-3ft 

ii 

Dutch QuOder 

aft 

-a* 

3* 

- 3ft 

3*4 

-3 

3ft ' 

3ft 

3A 

-3ft 

3ft 

-3ft 

j 

French Frrac 

3*4 

-3*« 

3ft 

-3.1 

3ft - 

3ft 

3« 

■3h 

3ft 

- 313 

3=8 

-3*2 

l 

Portuguese Esc. 


-54, 

6- 

53 

«- 

SXr 

58' 

-5ft 

6ft 

- 5ft 

5J1 

-5ft 

i. 

Spanish Peseta 

sa 

-sa 

Sil 

-5A 

5ft- 

5ft 

5 ft 

• 5*b 

5*8 

■6ft 

5ft 

-sft 

r 

Stertng 

8*U 

- e 

fiA 


6, * - 

Bft 

E*l 

■638 

m 

-5ft 

eft 

-eft 


Swiss Franc 

1*2 

- 1*a 

iA 

- 18 

1*2- 

1*4 

ia- 

-1ft 

1 ®B 

-1ft 

ift 

-ift 


Canackan Dollar 

2}J 


3*8 

- 3 

3ft- 

3ft 

3ft 

-3ft 

3ft 


4ft 

-3ft 

y _*>'•- 

US Ddtar 

V* 

-5A 

5*8 

- 5 a 

5ft- 

5ft 

5 \ 

5ft 

5« 

-58 

5ft 

-6ft 

y. > 

Hagan Lira 

7jV 

- 6JJ 

63 

-w 

6k- 

6ft 

6fi- 

■0% 

SfJ 

-6ft 

sft 

- 6ft 


Japanese Yen 

vt - 

OB 

oft 

- eu 

ft- 

3 

ft- 

■ft 

ti- 

oft 


-k 

r .» ■ . 

Asian SSng 

4*2 

-4 h 

38 

-3J* 

ak- 


3k ■ 

■35b 

3^, 

-3% 

3% 

- 34, 

\ ' ■■ ■■ 


Werbank Stertng 
Seeing CDs 
TiaaBdy Bile 
Bank BUs 
Local authority daps. 


6£ 


6,1 6,', - 64 6% - 6A 6 & - 67. 6R • 6,». 7A - 6iS 

- • 6d-«A 61s -6A «3'BS 

• - $A 61) - 6* - 

- - 6£ BA - 6*4 64 - 6A - . 

e - 513 - B& 6^4 - 6A 6fi - 6^8 62 - d2 B13 - 


Short Harm rate are cal lor ms US Dobor and Yen, othws: hw days’ notice. 
■ THREE MOOTH EURODOLLAR (HirIM) Sim pointe Of 10098' ' 


Discount Mattel deps 6^ - 6*t fiA - 6^ 

UK clearing bank base lending rate 6^ per can from May 6. 1907 

Up to 1 1-3 3-6 64 

month month months months 


9-12 

months 


Certs of Tax dep. (2100X100) 2h 5^2 5 5 4* 

Certs of Tax dap. infer C100XXU ts2>2pc. Deposits wtthdrewn for cash I 1 , pc. 

An. tender rats ol dtocount on May 21 S.114Spo. E030 And rata Bag. Expert Ftoance. Mate 
up day Apr 30. 1997. Agreed rate tor period May 26. 1997 to Jun 24. 1097, Scheme U 7.7ipc. 
nderence rate ter period Star SB. 1907 n Apr 30. 1997, Schemes IV A V L4fi(kx. Ftrwnce 
House Bass Raw Biapc (ram May 1. 1997 

BANK OF ENGLAND TREASURY BILL TENDER 

my 23 May 16 May 23 May 16 


■ US HBBASUBY BHX PUTURMS (IMM) 51m per 10098 

Jun 94^3 94.32 -aoi 94.34 94.81 •' 629 4^83 

Sep 9457 9456 +0.01 . 9457 94.56 117 4^961 

AI Open Intareat figs, are tor prteoue day 


Bd3 at Drier 
Total ol appScaSons 
Total aCorattd 
Wa accepted Md 
AUareDtatnibi. level 


EZOOm 

£121Bm 

E200tn 

£38.470 

2% 


£200m 

£l498m 

£200m 

£98.475 

47% 


Top accepted rate 
Avb. rate of discount 
Average yMd 
Oiler at next tender 
Mbu accept bid 92 days 


6.1368% 6.1167% 
6.1156% 6.1081% 
65102% 62004% 
£200m E200m 


■ Pwrad In Nemr York 


May 23 

—One — 

-Prat doee 

£ spot 

1.6345 

1.B245 

1 mUi 

15335 

1.6236 

3 nah 

1X5327 

1.6217 

ijr 

1.6238 

1.6135 


FT GUIDE to WORLD C URRENCIE S 

The FT Quids to World Currencies 
table can be found an the Markets 
page in today’s edition and the 
ICN Page in tomorrow's edition. 


FUTURES 

OPTIONS 




All Futures, Options 

& FOREX 

PRIVATE CLIENTS 
WELCOME 

38 DOVER STREET, LONDON W1X MLB H 
TEL: 01 7 1 6291 133 EAX: 017 1495 0022 ii 
UtpJ/wwwJilLco^k • • ^ 


GNI 

. 

24 

HRS 

Kjviaiginea rorex 
Contacc Jaraes'AHah H 
Tefc 0171 337 3999 BN 

Fax: 0171 337399? 


Union 


[limited I 


MARGINED FOREIGN EXCHANGE 
FUTURES & OPTIONS 

24 HOURS |-| 

http://vvMv.tnicncal.com |. I 

Fax 0171 522 3317 E 'Z 



Market- Eye 

!r,><n J 


from 

i . ] 

:Si 0\T.Lvm:AM/ICVi 


free 0800 321 321 


UNION TAX-SHOP LTD 

For all your tax and self- assessment neeefa 
Tax Returns from E6G 

TEL: 0345 585573 / FAX: 0345 573376 


BR IDG E-CRB 

FUTURES DATAKIT 
from S420 p.a. 
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*re»te 
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18% 12% 

18% 14% 

44% 34% 

42% 33% 

28 2i%ManuCx 
43% 29%UnpHrx 
4% 3% Storm Us 
34% 28% (ton 
7 5% liras i 
25% 22M*fttVx 
59% 48% Usitt 
131%1D2% HiMleL 
35% 30%Wnt*A 
39% 33%NtoaC 
21% 15% ItoonT? 
10 9% Huenft^ 


1229 17% 17% 17% 

610 14% 14% 14% -+% 

OX 10 14 140* 37% 36% 37% +% 

087 10 17 161 *42% 42 .42% . +% 

OX 03 a 1144 27% 2fl% Z7% +1 

016 04 21 3404 42% 41 41%.--% 

on 7.7 s a < 3% 3% 

on 10 II 751 31% 21% M% +% 

030 44 12 85 -6% 9% fi% .+% 

016 07 47 47S 23% 23% 23% +% 

OS 08-25 748 88% 5B% S*% +% 

MO £8 T9 1290*131% 129% 130% +1% 
. 12 in 83 34% 34% -% 
On £1 19 4923 S 38%. 38% 

OX 09 21 2634 u21% 3% £1% +% 
ON 80 6 9% 9% 0% 


41% 38 Haancpf 204 72 11 45 30% 39% 00% 


IS 481 14% 13%. 14 
,x 094 05 34 10195% 184185% +£% 

028 00 21 2329 20% 29% 23% +% 
14 54 14% 14% 14% -% 
120 £5 16 2*89 47% 47% 47% +% 
004 £5 18 2232*25% 24% 25% +% 
048 U 2380*5 33% 32% 33% +1% 
27% 2321 UeOatty DM 70 21 SEMB% 26% 28% +2% 
3U% 2B% HcOmC2 220 7:1 ■ 41 *51% 30% 31% +% 

31% 29% HcOemCJ 2X 8.7 d »% 29% 20% 

40% 32% IteDcr bv* 038 10 13 154 37% 38% 37% +% 

54% 42% HcMH 030 OB 21 81X 51% 50% 51% +% 

71% aMcOXpS 040 08 16 3497 X% 50% 60% +% 
1/44 20 21 1833 H55% 54% 54% -% 
IX 10 1303 *78 73% 75% +1% 

120 10 18 1452*63% 82% 63% +% 
IBS 72 13 616 37 36% 37 +% 

008 05 32MZ7B u7i% 79% 71% +4% 


20% 13% 

30l2 23%IUW 
(6% 12% Hhata 
49% 43%khyOSl 
25% 19%toy(IO 
37% 2&%ISKAA 
[2321 UcQUteby 
2B%HcOm C2 


55 44% McGnMx 
74% 51% McftHn 
83 49%M*adftix 
40%35%NMMf 
71% 57%MrttR 


4l%33%1tatnDpxO80 10 11 132 38% 37% 


87% 

9% 8%Hnhx 
52%4e%MKfr 

m\ 7B% Men* 

16 1%lteRUyF* 
72% S% MvniyS 
27A 22% MM 
iort 78ia«taun 
6^2 4%MBm 
4% 4%US*r* 

ib% I8%ltaafthc 
17% 14% MBrfeoFd 
90% e% USCtox 
45% XMcmTodi 


AMdAawsh 


204 30 10 3204*68% 87 

004 02 9 9% 9% 9% 

120 22 16 1122 *54% 52% 94% +3 
108 10 271018! 93% 91% 93 +1% 

317431 2% 2% 2% +% 
1.16 10 17 24*72% 72% 72% +% 
028 10 X 615 25% 24% 25% -h 
IX 10 12 5177104% 102% 103% +1 
1283 5% 5% 5% +% 
15 X 4*2 4% 4% 

II 10 17% 17% 17% 

OX 36 4 739 17% 17 17% 

OX 02 19 1583 88% 87% 88% +% 
010 00 333889 38% 36% 38% +1% 
d ,i 


+% 

+% 


+% 

4 


11 9%talAjfl on 90 X 93 9% 9% 9% 

17% 15%Wm«x ISO 7.1 13 308 16% 16% 16% +% 

X 16% MunCh OX 32 37 2038 18% 18% 18% -% 

45% 37%MHpr 036 00 1242 41% X% 41% +1 

£12 £3 24 3212 62% 1)9% 92% +1% 

X 28813 55 24 24 -% 

040 10 10 d 21% 21% 21% 

OX 20 ID 81 21% 20% 21% 

053 25 10 338 21% 20% 21% 

18168* 6 5% 5% 

424 3.1 17 4221 139% 138% 138% 

1291 9% 8 8% 

020 20 136 7% 7% 7% 

084 1.( 27 4848 44% 43% 44% 

1 X 7.1 10 1278 22% 22% 22% +% 
OX 12 22 6% 8% 6% 

18% 17% Daegu* SI HO ID B 10 17% 17% 17% 

22% 18% Ikxn Cm 004 42 71810 22% Z2 22% 

ia^83%{*pnJ> 352 3.4 13 3868 IX 103% 1M% 

11% 9%umnew mum is 10% 10% 10% 

79% 77%VBMPPr 5X 80 14 79% 78 78 

22 15% HarpRiKOn 032 1.7 11 88 18% 17% 18% 

9% 6%tontmPr 11 214 8% 8% 8% 

72% 54% MrgnSt OX 12 ID 1374 67% 85% 67% +1% 
12% 9% Montand 477*12% 12% 12% +% 

89% 54 Mn*a 048 0.7 3619480 6S% 63% 65% +1% 

9% 8% Waff* 000 60 128 9% B% B% -% 

11% IO%H*toh*Ri 078 6.4 S 11 10% 10% 

54% 43Hrpft|Qt i m £0 15 2467 46% 45% 46% 

18% 1l%MytoLtai OK 1.1 26 3689 14% 14% 14% +% 

15% 11% MIR ft) 022 10 11 tO 14% 14% 14% 


94% XI 
X% 19% Uragito 
27% X%M9(3*n 
23% 18%Hch£Mf 
23*2 18% ItetanBl 
8% 4%M**Cup 
i«Ai IX Mom* 

14% 6%HHaa*ar 
9% 7Moeltok 
48% 34%M09dQx 
23% 21 HotaniRa 

8% rtki 


+% 

♦% 

a 

+% 


-N- 


65% 56% *H Cup 
44% KMtaOA 
42% S% MACH* 

55% 44% itoco 
38% 34% WcaCnx 
13 11% HxAn 
12% 7%WA*oCr 
65 48ttdnBi 
24% 19% NtaAMhx 
72 5G%«AJSta 
54% 42% waiy 
47% S%W0aax 
21 12% HatEdwi 

44% 39%IUFlU 
35% WtaM 
32% 21% NSend 
44% 38%He«* 

9% 6>2 Hat Sena 
26 XKUua 
1*1 2 Btatar 
X SHtotoG 
28% 22%HehBaiter 
20% 11% Meow* fa 


» IgNMXPWT 


. . MewAnWx 

28% I9%«xfluax 
35% 33% WrpS 
1S% l2%Ne»(7nny 
ao%a%NMJtei% 
25% £1%NnPBnf<0 
24%20%HTSa 
36% 27% NmMUA 
38% 30%HnMx 

47% 33% 

X17%NmCm 
<2% 377Og«0 
11 % BASH 
78% 51%NkeB 
41 3&%NtoC0M 
13% 9%NLhd 
»32%HoOW 
21% 15 %NdMbM 
18% l4l*Mom«x 
4% 2% Mart Res 
93% 84%Jbft5x 
57% 45%IMkH)9r* 
27% 17% tors* be 
21% i8%mFafc 
14% 7% HEX 
49% *4% HSU'S 
84%60%KT«i 
ft %to(8«tt 
87% 71% total 


IX 10 13 S 64% 
002 1/4 4248 43% 

004 00 11 884 41% 
078 IS 11 87 SOI 

IX £7 17 1882 36% 
4 X 11% 
9 £38 9 

132 22 13 6360 59% 
106 60 18 404 22% 
3.42 4.7 72 264*72% 
104 32 15 1746 52% 
OX 07 32 1612 44 

32 296 021 
108 AO 14 149 42 

2X 04 17 461 37% 
6267 28 

IX U 18 522 43% 

OlO 0 4 23 209 2E% 
22 6870*15% 
6X102 4 SB 

X 625 26% 
(5 272 18% 
IX 70 12 489 29% 
00811.1 781 5 

000 20 21 181 28% 
20B 80 10 371 34% 
007 £4 348*15% 

IX 52 i« 76 30% 
104 60 17 7W 22% 
IX 80 9108* 21% 

3616838 *40% 

004 1.7 22 1880 37% 
0.40 20 15 114 20% 
048 10 « 07 38% 
0.48 10 X4138 38% 
OX 0/4 6X73 17% 
300 80 1 *42% 

0 8420 8% 
040 07 2120791 56% 
IX 4.4 13 321 40% 
31 12% 
018 £4 23 2134 43% 
X 8271 *21% 
OX 10 X 883 15% 
227 3% 
240 20 18 SOI 97% 
083 1013 m 51% 
015 04 13 IS 23 
OM £3 14 472 21% 
778 8% 
£78 5.7 12 1032 48% 
60S 00 « 4810uB7% 
6 660 % 
IX 10 19 742 05 


64} 


«% +% 

43% +1% 


40% 

art* ... . 

36% 36% +% 
11 % 11% +% 
8 % 8 +% 
SB J. 59% +% 
2 % 22 % ♦% 
78 72% +% 
51% 51% - 



41% 42 +% 

STfi 
A AS 

25% 25% -% 
lf% JS +% 
50% 58% Jg 
a 2 b% +% 
16% 18% +% 

’§*’1 

28% 28% 

34% 34% 

Ittl 16% 

2B% 30% 

n% 22 . 
m 21% +% 

40% +2% 
37 +% 

20 % 20 % -% 
28% ffl% +% 
38 38% +02 
17% 17% •% 
<2% 42% +1% 
0 % 8% -% 
58% 


+% 

«% 

+% 

1l 



<|9% 33%MUh*ftS* 104 
64%43%NDtaifX IX 
9% 7% tow 00? 
14% 9%toaBcm 
n%43%toWfl 024 
17 15% toC* Mm *101 
57% 44%»ieorCUp 040 
23% titUCm* 
ia% n%lkinaMI*0.7S 
10% iohdhhRUx 001 
2 i% i e«mte on 
53%42%Nynm 238 


YK P7 Sh • . 

K E HO) to I* 

4.7 17 18 » »% 

£0.18 28S3 53% 62% 
30 5 460- 5% 0% 

. 15 1383 12% 1ft 
0.4 Z7 18 65% 54% 

02 23 16% 10%. 

07 18 2105*57% »% 
40 14 T73 21% 01 

03 • 43. 12% 12% 
S0 57 10% 10% 
£1 8 ZlOO 19 U 
40 17 2882 52% 51% 


ton 


38 +% 
43 +% 

ft -% 
12 % - 
56% -% 
16% 

57% +1% 
21 % +% 
. 12 % - 

«% ■% 

19 

52% th 


-0- 


9% 7% OH U Op 
Z3% T&% Dkk 
23% U%DAtalbix 004 
26% 21% OcdS* IX 
.£3% 13% OSCWDfpBI 

22%18%Oo*» 125 

23% tO%(»*H 1-5fr 

61 55% WDG540 440 
M57%O*aH0BX 408 
Q%40%0kWG&E £85 
29%'»%adtofM 
43% 35%QhCpx 
18% 14%0lsB|X 
32% S%ft*ta* 

57% "44% Obiten 
22%' 17% Oneida LM 
31% Oneok. 

3ft S2%0ppaflCmx3X 
10% S%Of|wka5hOB9 
8%. 7%0ragaCo OlO 
aftaftflanosSf ISO 
10% 15%ftxnai 006 

67% X Odor Cap 1.12 

Z7%17%ftu&i 
17% 1fl%0uMto 
io% ie%onsb* 080 
13% AOhuMT.. 018 
46%36%0MtaC 025 

2ft2l%0Mral 
2ft Z3%(Wrrtlndx 080 


18 152 6 

22 753 23 

OS 141023 22% 
4012357V 23% 
2015830 1ft 
05 14 6(18 1ft 
70 9 3K 20% 
70 M0 5V 
70 1 81% 
60 13 * <ft 
.10 « 535 a 
£9 7 605 41 

1.4 31 1866*19% 
02 41 17ir2ft 
tA 24 1890058% 
£3 13 29 22% 
40 14 B35 30% 
90 17 186 36% 
80 2X 10% 
10 10 10 7% 
82 12 IK 01% 
£1 10 617 18% 
1J.10 IX 67% 
122613 23% 
335 14% 
14 S3 18 
10 34 411 12% 
00 364 41% 

17M58 2ft 
Mil 135 2ft 


ft 

22 % 


b *y 

Ot% 
.!%+%■ 
aft zft ; 

1B% 17% +% 
19 19% 

:X% 20% +% 

' Sfl 58 -% 
80% 61% +1%. 
42% '4ft +% 
28% X 
40% 41 +% 1 
18% 19%-+% 
27% 28% +% 
58% 58% +1% 
22 % 22 % 

20% 30% 

36% 36% 

10 10 % 

7% 7% 

31% 31% 

17% 16% 

69% 67% 

22% 23% +% 
14% U% 

17% 17% 

12% 12% 

41% 41% 

28% 29% 

24% 24% 


± 

+% , 

+% ■ 


+% 
+1 ’ 


: -% 

-% 


.-% 


(ftPaeltok 
21%16%Ftifcp ' 
33%28%PM&* ■ 
39Z7%PbWW 
20%2D%PM ■'• 
47% 41% FoaX* 
2ft £1%P*ftBdt- 
. H 7%PMiOr 
52%37%paiwnx 
48% 34% PBjkHSh 
2B% 18% PMaafRN 
80% 58%FWL*5 
51% 44%Panmy 
z4/ t 2i%pwie* 

Gft 45PKZ0I 
32%27%PU** 

35% 31% PmpEn 
36 27%FtoBtoM 
*7% ffi%P*p4tM : 
J9%fi7%nna* 
14% -12% Panto Fa 
4% 4 KRBkDfil 

37% 31%FXIRI 
W% Bft Rtacrx 
X21%PB8E 
41%27%PM0p# 
83% 67% RHpOx 
20% 15%M&ttax 
46%9504 R*4urx 
Sft. 38FMp£ 
48% 37%FUrtX 
14% 11% PHW 
ft 6%RudMP 
10 8% PtaadCtt 


-% 

+%' 

+%■ 

+% 


+% 

+% 

-1 


j ■ ■ - p - Q - 

5B% 45% PPG la i 10£ £3 14 25X 57% SB% 57% *1% 

ift 12 % ps sum 8 a re i?% «. 

15% 14% fee A* tax 1.18 £0 X 14% 14% 14% -% 

M%-11%taScto 012 OP 38 ’ 41 0% 13% 13% 

in £6 13 211 45% 45% 45% 

IX 55 12 2441 19% 1ft 19% 

IX 40 14 311 3Z% 32% 32% 

OX 1.7 81883 38% 36% 36% 

OS £0 £1 13X »% 23% 24% 

088 £1 17 37M 46% 48% 48% 

IU2 1014 138 24% 23% » +% 

4310 8% 9% ft --% 

■LX 10 16 1044 u53% S 53 +% 

18 1H 45 1 z 44% 45% 

in 01 9 4585 a 18% 19% 

4X 03 zSO 71% 71 71 

£14 40 22 3747 51% 51 51 

in 50 31 49 23% 2ft 23% 

IX 10 14 1322 54% 33% 54 

064 1.7 17 285 *32% 31% 32% 

188 54-11 184 35% 34% M% 

024 08 18 1215 31 30% 30% 

OS 14 4931230 3ft 35% 3ft +1% 

OS OS 33 7® 78% 77 78 +1 

IX 90 W 43 13% 13% 13% -% 

042 8.7 12 3S 4% 4% 4% 

0X 20 61 S 35 34% 34%+% 

IX 14 32 8726 1X% 90% 10ft +1% 

in 50 147705 2% 22% 22% ♦% 

in 11 3411571 35 34% 34% ♦% 

£K 24 12 1990105% 82% 84% +1% 
001 40 17 38 18% 16% 18% +% 
IX 16 1771333 45% 4*% 45% 

082 14 17 233 58%' 57% 58% 

IX 13 11 3089 41% 41% 41% 

0.15 1.1 19 245 13% 1ft Ift 

0£4 30 17 657 7% 7% 7% 

048 40 S XT 9% 0% 9% 


+% 

+%. 

+% 


+% 
+% 
-% 
-% 
ft 

. . +% 

25% 22H * m w H G m SO 13 IX W% 24% 24% ft 
22% 18% nr 1 hip 016 07 a £384 2% 21% 22% +1% 


Ift ISPMnCklii 
12% 8%nQrtnaP 
27%' 20% (toco Ah 
25% 34% Morion 
32% 27%PhW»* 

27 M%nuwrfii 

TWa 57%PtaH 
13% 12% Fill*! 

7003% H»*l|0 « 
32%25 ] 4P8tox 
57%.4ftPnwyA 


-% 


J 

+% 


ft 

3 

3 


003 10 177 17% 10% 17 

OX 05 a 28 012% 12% .12% 
m 70 10 in 24% »% 24% 

19 189*29% 28% 28% 

1.10 30 1Z £152 28% 28% 29% ft 

022 08 11 896*27% 27 27% +% 

082 10 X 8» 71% 80% 71+1% 

1.X 80 IS 1ft 13 13 

IX £3 21 1499(170% 69% 70% 

0.10 03 18 1055 30% 3ft 30% 

. 033 00 14 24 52% 52% 521% 

22% 1ft Pfcrar Dorn x 030 1.6 70 3505 ift 10% 18% 

16% ftPtoderB 34 22 1ft 1ft 1ft 

30% 25% nun Onto 1 2X 74 6'27D 30 28% 29% 

17%12%Ptieemi| 912 07 10 442 15% 18 1ft 

47%PMGp OX 04 11 788 55% 54% 5ft 

3ft PMC Bk 148 04 13 4582 43 42% 43 

33%Fog»nMx 012 03 X 486 38% 39% 39% 

51% 36% tad I OX U28 3095 u51% 51 51 

41^2 ftofHt X 2X 48% 47% 4ft 

51% «%R*|Qm 042 00 21 21 50% 50% Sft 

16% 13% Papa 8 T4 070 a 44 240 10% 15% 16% 

12% ftPortachcx osz £9 8 d 10% 10% 10% 

16% 13%MM| 008 05 130*18% 16% 16% ft 

1.44 1.7 X 907 84lj ffl% 83% •% 
1J0 40 19 354 «% *2% 42% ' 

IX 70 11 634 22% 21% 22% 

10T £3 9 714 20% a X 
044 00X189*53% 52% Sft 

004 04 X 621 *61% 60% 01% 

038 10 X1662026% 2ft 26% 

24 592 £3% 23% 23% 

> ix a .a a .. 

IX U 20 971X139% 137% IS +1% 
024 03 18 CO 78% 78 7ft ft 

X11X 3ft 35% 36 +V 

OX 10 15 236 45% 44% 45% +Y 
072 1.4 16 1574 53% 53 53% ft 
1.10 10 12 5474 58% 56% S +1% 
d 81 61 91 

zomoo% 10ft 1X% 


89% 71MS**| 

45% 39PBbilX 
25% 2I%F*eP 
24 19PP8L 
S3 42% Onto 
81% 48FROttk 
26% IftPreorak 
2ft 17%Mwk 
1 %Fth*«hU> 

13710% noM 
BftBftPVWOh 
37% X%Plau*H 
48% 37% PnXUA* 

98% 46%n*rCDix 
80% 49l 2 ta4hf 
62 BQmSan40B 4.08 07 
«%97%Plfi*l«el* 7.15 7.1 


A 


+1 

+% 

+% 


x% zftmaas £ie 80 10 17» 24% w% 24% 
a% 15% Rfitorttax OX 30 10 IX 17% 17% 17% 

M% 25%ft*fSnr 0X32 24 404 27% 27 27% . 

104 74 17 518 X 24% 24% ' 

OS 1 1 17 T95 48% 47% 47% ft 

024 08 13 237 32% 31% 31%.+% 

x 005 80 IX 10% 10 10 


1* 13% 13% 
II 10% 


X2ftP*g«S 
s% 4i%nazP 
34% 27%Mte 
10% 0%PauM 
7% 7%MntaiOrxQn 80 
1ft 13%PDtWtaGrxOae 80 
11% IftMRinMnx 076 70 
5% 6Pnbnltoi073 07 
8% 7% tamtam OS £0 

41% 34% Q*akO% 1.14 20 22 24X 40% 40% 40% 

15% 13%00*k-&x 040 20 S 486 13% 15 15% 

2&%23%Qn«t OX 20 IT 287 Z7% 27% 27% 
35%35%(MWD X d 3ft Sft 3ft 

40% 34% anal 102 £1 15 93 39% 39% Sft 

2609 lOJJOtfckflV 024 1.1 10 844 22% 22% 22% 


273 T% 7% 7% ft 
28 - - 
217 

1040 ft 

no x% 


io% 
8 % ft 
ft 8% 


ft 

ft 


5 


ST 


- R - 


3i%njcm 
ift iftROCTaknn 
87%71%RbM>x 
18% 16% RMOGor 
89% GftRaydxnx 
27 18.77 RxyJamesF 
42% 35%RayuW 
5ft (l%Ray*w 
41 XlgtaHKH 
32% 20% FhaoeUH 
52% X% taWk 
12% 8% Mara 
55% 54 Betas* 

44% 37% Rep* ADR 

lift TftRgpinr 

42%. 29% total A 


"\a 


a% 

T5 

30% iftfeyniAAs 
69% 55%/feyrH 
7ft KRktePtarx 
49% 37%nteM 
Z7RXta 


Zft 17% MU 
33% Robert Ife* 


4*3! 

20% ISRodfiE 

TftSftReM* 




jRoMHit 
aifttahr . 

3% ihnmtem 

XlftntaBX 
14 IftUhlTiLx 
30% 2ft Am 
28% 1 fttotah . 
94%W8% RDeUu 
12% il%Horeata 
Zft 21%nUM x 
17% 13% touch . 
2ft IftRBadetjbi 
■38% ZSRunCp - 
33% 27% RydeiS - 
14 lftRKandGrp 
& ^ftywufd* 


£80 10 9 47 31% 
IX 05 1512 12% 

IX T4 23 1385 85% 
in 9.7 43 17% 

OS - OB 14 715 7ft 
032 II 9 930*28% 
IX U 188|»42% 
tun TJ 14 2112 47% 
in 7.4 12 2234 x 
£1 3000 28% 
on 00 18 3533 S 
002 £8 » 1428 11% 
104 £0 12 2049 52% 
IX 20 13 1782 43% 
104 10 13 13S 99% 
63 2Z7 3ft 
12 42 10% 
15 368 18 

016 11 9 X 1ft 
002 1.4 18 4618 22% 
IM £1 44 1X4 08% 
IX 1.7 X 1235 7ft 
ON 17 X 3343 46% 
£05 01 182442S 33%. 
12 932 23% 
40 794 44 

in 9L1 8 390 19% 
1.16 10 X 5572 Eft 

001 10 zO A 

in ii i4 n? 85 
« 765 1ft 
261 3 

OX £1 31 9? 19% 
OX 16141236 13% 
100 30 .477 

396452 
600 3-3 79 
iw 9i . aom . 
060 £2 274840*27% 

002 £1 14 385. 15% 

008 13.17 368 
002 1:7 14 465 _ 

080 10 130J .03 

£16.18 IS _ 806 ift 


31% 31% +%' 
12 % 12 % . . 
83% 85% +2 V 
17% 17% 

73 74% +1% 
2ft Zft +% 
42% 42% +% 
45% 47% +% 
24% 24% -% 
26% 26% +% 
S% 38% +%. 
11 11 % +% 
®% 02% -% 
<3 43% +% 
80 98% +1% 
3ft 381% +% 
10% 10% . ■%- 

17 J 

14% 1ft 

21% 2% +% 

67% ffl ft 





ao%a%SAtaU 
7l%58%SPSTech .- 
re% n% swn nrx 
3ft lftSBhyba 
18% 14% S6)H ■ 
S242% Suawy 
ffloftsuwcup 
ift issueiup 


•« + 




36% 

iS _ 

17% ift 
61% 46 
1612% 


Saw* 

asMutat 


on £7 ‘ 87 29% » 29% ft 
. «..67 . n • m .7! +ik 
2X165 9 IX *13% 13% .13% ft 
40 219 25% -25% 29% ft 
0* Z3 IS 807 15% 15% 16% " 

. 2119007 45 - 43 48% ft. 
ax B0 6< 386 84% TSi 84%-4ft, 
a* Uff.XJ ft 15% 15% ft 
108 £7 9 285176% 08% 3D% ft 

ire ifl .is W iaitft -ix^v 

• 34 185 W% tt% 1« ■ -% . 

£84 10 rttS7,03% 62% 5ft ft 
• 2899 15% - 14$ -15% ft 


Carttawd«BBrtp»gB 





■ r ; • 



i r" 

■_ r ,-j 

«r.‘ 

■ 'r"‘ 

- 4 

: 




•! 

u+ta 

?ft 


r/ ff 
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53* 32* T*W4 ■... -eszifs- :«*■ «% 40lj A 

.22* T7TRM- -' 'LEO 8.1 15 29B^|ft -1ft 1ft. A 
16* 14TdcaonEP 3 2597Tft' « « •“■ 

ft ftntacf 020 32-16. 3K::ft dft A.. * 

54* aoTwpv Ma is wser. aft aft sft -A 

7% 5%lMMb 014 23 5* 5* 5* - 

iftift Toucan ins 13 i9.3Bi:im>% ift iA A 
25% 21% 'Mn Dkca 070 2B. 9;. 15 23* 23* 23% A 
B5%‘5l*Tto»> 020 L3 -259648" 91% 6ft 61% A 

ft l%1Rr- 1%: ’% A 


20% IBMtpax - , 

' 3ft 25% DMpec '. 1> 45 11 S3 2ft 27% 28 . mm 

.31 B5Wtm-. 088 15 161154®% 30% 31 A 

4ft-»IJ|liani 1BO 02 0 4B84«5ft tf% 50% +1 

■17% 012 IB 18 728 12% 12% 12% A . 

S2* 45* Whidplx 139 27 20 BBS 5ft 4ft 4ft 1 AST WflS 
22* l^ wntal .25 21 19* 1ft 1ft A 

MJg.21% W4Bn '-042 1.7 18 04 24 23* 24 A 

1ft A wiitaac 151 n% 11 11% A 

37* 3ft Wear tax 1J68 4B 15 241 36* 36 38% +% 

70%. 5ft Man 178 1B 30 485X71* 70 71* +1* 

47%sftlMnii r ..1B4 24 19 3970 43% 4ft 4ft A 
ft ftMMa 110 IB 10 12 A ft 5% 

18- 12WXU704 120 14 M 283 14* 13* ift A 
37%.20% WanOxx: . 096 2£ 24 1201 07% 38* 37% A 
7%: AWknlniD 020 11 19 294 ft dlt* ft 
Z7* 23WacEnx 154 L3 13 3803 24% 34 24* A 

22%iftwm . 112 07 13 148 IB* ift 19* 


TUBS 19* 19% IB* +1* Amok) In x 04416 02 16% ’6% 16% 




31* 24 SaaMna vn u 14 120®% 31* 31* A 

41 2S*£liMk 074 IB 20 377 39* 39% SB* A 

45*2M35MK 090 '15 22 843 42% 41% 41% A- 

31% 2ft Sam* 072 24 10 33 30% 30 30* A 

9ft BftSbaaSXp 0B0 09 23 2794 9ft 88 88* A- 

35* 29% 5U ngil * OBQ 13 15 -137 34% 33% 34%- A 

17% ift SMIgBap 130 2B15 2Z7u1B% 17% ift A 
3ft 24% SMOom 302093 32 30* 32 +1% 

iftlftSKS 0 180 12* 12%. 12* A 

32* 27* StagSon 18 055 32% 32% 32% A' 

ft 7%S8MFh 112 15 7 34 7* 7* 7*... . 


' »' BUB"'- • ' 13 HI. ift 9* ft A 

38* 29*use'. "- ' 7 1054 -A% Sft 84% A" 

34% 25% UST 152 55 11 7450 -2ft ' 28 2ft A 

«%'5$%IML,.. - - 111500 79* 77% 79* +2V 


Mut 532 ft 2* 2% -A «*** 

undCOn 5027031 51% 50% 51% +1 RxxU 

ApaOTel • 282039 23% 22 * 23 A FQICSt 

AST Rant 579 A 5i 5* FbataA 

M0W» 200 15 25 ft A ft A «M 


FsSecx MB 141332 24% 24% 24% 
FatTaoa 170 16 724 45% 44* 45& -ft 
FabMrtx 1.16 20 10661145% 44% 45 +A 
FtaV 270120 39 3ft 38% A 

Rnett IS 581 ft A ft A 

FUW6I1 20 150 7% 7* ft A 

FBO0LA L13 158K7 6l| ft A A 


113158557 6U ft A A JJfJL 

113151B28 6H 8% 6U +* TTl 

3815713 15* 14* 14% A 

9 = 4 a . sr." 


579 A S& 5i FonarA 9 63 4 3% 4 

« 25 ft A ft A WIM ISO 20 1039 2A 27% 27% A 

wnaoo 28% 27% 27* A FttlM 1B4 13 2250 3ft 32% 34^, A 

9G5 2 1% lj! -A RXferlB 074 15 398 54* 53% 54 A 


40 72 16A 16% 16% A f 
4580 u7% 6H A A 
. 5435704 123120*122% +2* 

971 ift 13 13 Sid Mho 

XV 10 11% 11% 11% SW4T8C) 

029 223551 84* M 34* A 

658 0% 49% 4ft A S**" 


6077 37% 35 37% +2% 
672 1% 1* 1* 

8 186 1ft 1ft 1B% A 


ISO 20 1039 2ft 27% 27% A Mtngft up a 195 12 11% 11* SMtfrfS 

1B4 132250 34% 32% 34*. A |Ma, Td 2008 11* 10% 10tl -A amfctfC 

074 15 390 54d2 53% 54 A Modem Co 024 15 192 12% 11% 11* Sn^int 


WfcnHn 082 17 65 25* B 25% A ModtolHxOTB 14 395 29* 28% 29% +A 


fitanVB; 17 51 4ft 39* 4ft A 

SflfcnVGp 45 680 23% 2ft 23% A 

Stone 040 10 208 1 0% 101ft A 
SmEnT zO % % % 

MMiI 33363BuSft S 56% +1% 
Boutrin 1B0 14 1388 39 381a 38% A 

GplagilA 232 6H B* 9% -% 

SpyitoB 4720(7 A ft Bit -A 

StPnfie 048 10 2991®% 29% 31* +1% 
Supta 3114141 21* 21 21% A 

SkVtxtal 5717729 34 31% 33* +1% 

Sal Moo 588 ft ft ft A 

SbtfTacx 010 12 452 10% 10* 10}J -& 

StetoUSA 368 lArilA 1% iV 

SUM 050 10 218 18% ift 18% A 
SmbrO 151 01 17 10% 17 

StofoglG 1848 S % 

san£%n# 22 445 23% 23% 23% A 
Sarker OlO 29 Z734u33% 32% 33% +1% 


UdexAf HOB 291440u3ft 9ft 3ft +1* SOUbO 020 IB 39 15% 15% 15% A 
p n «™ | nrr 3Q2015u3ft 36* 30% +1% SunrinmoB 190 12 4 27* 27* 27* A 


27* 23Wac£nx 
22* 10* Wort 


38% 29*WtaCap 140 1.1 311 38* 30 38* A 


3ft _23*HMCA0R 053 2.1 23 4225*25*25% A BMmIBx (MO 10 173 17tf T7tf 


S* AlJ 4ft27%WX«ta 113 13 34 3*7^. 39% «* +1* 


ft A lAJftUMCta - - 87 IV ft* .14* 14* A 

1% A-, zftro*a*aa- Von 7.1 7 7778 2ft 22% 22%- A 

ft A 33%' 29* 'EM IK .144 IB 19 541:32* 32% 32* .. - 

8% A- 231fti*Mvi 112-08 15 1TO VS\ ift ift A 

A- A Tift 98IM9KX ' .224 -to 20. 0*VI% ' 111111% . A 
ft A 2MM3*lMMVx - 435 22 22 1588 ZOL* 199* 201* *2 

S J* 52* 45%ltftax> /XBO 35 55 1185<d2% 51* 5ft. A 

Z* +* Sft.+ftlkCXrfcx 175 IB 1037® .47% 48% 47% A 

2% A' 2ft .1ft LMovCtap .- 29. 113.22* .22% 22*. A 

3- 50% 481116150 4JDU rlOO 48%-.40% 49% -1 

:S' -'«: :/ » 80UeB«0 .-MD 7-1 » 6ft 

'*aB*'34*lWta ■ ,2B4 -7B 15- 904 'SB* -35% 3ft A 

Ar -T7: itL.al. 11A. in Ml. aft, j.1 


23% IftWooMO 
23 21* World Mda 
A 2%wataop 
28*23%M>5ni 
92% 54%Wltftai 


18 5844 left 23 23% A 
47|£ft 24* 25* A 
3 63 3* 3 3* 

180 7B 14 489 2ft 28 20% A 


_ SflXpp 5 5d 5* « A 

' “ ” G&KSerr 007 251004 34* 33* 34 A 

BEI B 008 70 792 8% ft 8% MlU 0 238 2% ifi 2 A 

1882 8* ft BA A QmetHa 120 140 d% 040 

(0 Jfl 173 17H 173 8bMQ2000 20 aO Sft 88* 80* A 

1000 8£ Sit ft -ft <MriCn 8 793 IS 14% 14% A 

13 ^ , tori GMx 044 18 216 30* 29 29ft A 


G MDecsai 887 A ft 3* A 

MrinaaPf 029 13 252 29* 25* 20 A 
5 5« 5* 5f| A MTSSp 04014 53 ® 23* 24 A 

14 34* 33* 34 A Mp»geo 80 389 22% 21* 22* A 


1882 8* ft A A I 


Mflf 1000 A A ft A 

Sanefcc 13 948 24* 24% 24* 
BanknCp 054 12 SB 25% 23* 2ft A 
antoxIhXLie 11 212 43* 42% 42% A 


DJB 13 29 1302 5ft 5ft Sft +1* I BanBfiaO 048 16 1C 2ft 28 ZA A 


42* 32* tola Bad 032 OB 13 237 37% 37* 37% A 


15 ffi 39* 3ft 3BH A 


24* 19* tom kt 032 13 15 116 24% 24* 24% A BuMFx 0» 19 1052 29 26 25* A G "““L 

Bay Mow 984 25 zO 4A <A <A Baaftoof 
BE4MO 341770 25* 25 25* A 


43 3A StaafiM 000 lul 230 *4 O ! ''5S- S « -.2 ■ SEE ''SC K J. 

17* ft stmt con **11 J 2 I’ 1 * j 2 S '-MSiSJS? 2 aft as* 

5ft 33* arid. - 12 8819 43* 40 4ft -t* . f? 2 5S*S£ Si SS JU 


52 i*SS* ' a™ 4ft h\***i'"*a M 2 toil 4ft 45%- 4ft A 

1ft iftawft* .400 45 IS ae it* n% ift. A; ■•'■Jf/SSSBi it* .11 ift ft 

50 risencm? U* 20 142m « «*. «..+%•; ■■M a '^S aUm g 574 2J ifl iss V\ 26* -27* A 


SO 415U«toSep 1M 20U2TU « 49*. 48 . ft 174 27 10 1509 27J 

5% 4* St* Enagy x 032 14 7 28 -.5 4% -.-.■ .- ^SgJgJSlr Ml S %- Ibb Vfi 

m2 •SSST' Sh !sS' 2ft SSSSp* - M l4 47. & 

51* 3ftMn> 000 13 21 2074.. OTi «0 l}« ,+% ■ S*^ftil5i'--V.' 1 4(B.-4Lt-2r71B7' : ?l7 

11* «% snwiertx 1.10 93 33 Mtill* v ■*-" ; tT. rjii iv—i • : j»iia3 w'-sa - 

sr* 44* tom an u » ran -a* sft* j sa^A- 1- aar aS t2 Tss 

26 2ft toww 438 u H gr.jga Wa A Wift nZ$*fi* : i fa «i . - 21 

33 28* Sunk*. 100 10 12 58^99% ®%..52% A" -"ift nAlMqiy ' a,™ , pf?- . 15 

23* IftSHtaKakr IW 14 143*9% a%-.23%,'f.r.i-( '^120 'OS 131713 

37.TI 29%8yUidTae DOB 13 2JJ421 3ft 3ft ■3p%.. A, ; * ?*i25%.4SFitr .s/WBW. 

10* ftSmCvp 020 MTS. - 7 - « ,wW. +*, jjjft- 23USHGM . A.- >. S-SA 

20%H77to*mfP Q» 14 30 -404; 25% 2ft'?A^4ft32* ; «a*p* TO09 20 . lf.fflf 

35* 29* . -. 000 17 21 3457 .34* Sft- 34*; A- 1 , .. WPfeUSMq < .'-ttW 03 10 8800 


aa^. 

afe 


- X-Y-Z- 

4B% 51%taut " ,12B Lfl IBBTOi BBh «S* 85* A 

45% 40% an Cop x: 000 1^ 17. 40 44 43* 44 A 

23% 2ft YMw9jy -130 57 14 .39 22% 22% 22% A 

58 37%'tokkt ,149 10 151155 48* 47* 40*+* 

.s; 42Xpi* _ • 17 4* ft 4* -* 

13* 0*2®B:-.. 715 IT 10% 1 ft Bknrt 

zft 24% ZotolW .- 100 SB 14 » S*. 25 25% A Hock Urn 

7% 7*2»rtttaX 073 IB 87 7% 7* 7* A gMCSato 

ZftTjft am*^ 112 40 16 258 jH% 21* 21* A gntoni 

TT^lftZtofcMf 1.10 111 «1Ult% 11% 11% A 


11 33 12% 12% 12% A 
1587 A 4* 4% 

26 90S 21% 20% 21 

1254 & 5% 5* A 
5891 24% 23% 24 A 
3524 ft 4 ft A 
16 291 22* 21% 21% ' 


a—jrn. 042 9 29 ft flB% 9% BtaonH 10 3n Z* 21* 21% 
BnUmy « 104 13% 12* 13* A GkkBngaL, 112 187B 20% 20% 20% 

BarktoyWH 000 12 273 5A 53% 53% A GBwt* 040 JO 13*413* 13* 

BHX&P 012 15 28 10* 18 IB* A GMBkim 256 33 ft A ft A 

» Inc 26 185 7% 7 7* A QdBkt 835 11% 11 11* +* 

atom 41JB5B9 35 33* 34 A GDad&9l 76 5* 5* 6* 


ltabFncnxO72l0 101 19% 19 19* +* 
WCaqX (UE 30 330u27* 26* 2812 +A 
NbftolX 0.13 18 746 16* 16* 1ft A 
Narigdar 9 19 17% 17% 17% A 
HECx 035 32 30 07* 57% 67* A 
Maker 33 3517 20* 20* 20* 
Nanep 105321G 30% 2ft 30% +% 
Heart Gan 19 940 ift 18* ift A 


SnanRTa 1891 7/, ft BH A 

BHtfC 2041400 34 33* 33% A 

SwttTVa 26 435 32 31* 31% 

Synxninc 68» 19* 1S% 1ft 
Symanac 24U08BU19* 18* T9U A 

Sjnaaoyx 036 19 20 16* ift 10* A 

Syndic 76 3ft 39 39 A 

SponSdt 010 10567 7* A 7, 7 « A 

Spanflca S B26u2S* 24 2ft A 


i C 80 57* 57% 67* A -T- 

33 3517 20* 20* 20* T-CaISC 274 1,i A 1ft 

105 ® 8 30% 2ft 30% +% TAM FT 152 28 1195 SO 49 -48% A 

19 940 Iftlftlft A TBCCp 101287 7% 7 7* A 


33 Mpll* ? A- r -^M03 1?. '-625 -a '27% -20 ft '-23*37*7*10X^1, 112 40 10 259 3% 21* 21* 

W row «* «kC 9 f*A. ■' 12 - 155 -P* >A ‘ift**/ ir%"lftflnw5f 1.10 111 Ht u11% 11% 11% 

w ■JO’.jPP A. -Wl^BMri.iS ad . ' 2MA;lA TATA ' 0*:. SZMpTblx 404 17 1034 nB* ft 5% 

12 5Bfc«Sft SS%i?ft A* rift -Iftirnttto ' +?'■ * 'Bp ■■15 13%; ift 1ft . A 
U3u2ft vzftttftiBHfi' -sai '04 161713'21* -an, «* -A 

23-M21 3ft 30* *)%;. A ■- ?9B25*.4BFihr .j.WBKi3ft 3ftC% +1% ; , - , 

13.- 7 TO - » y-40,, A- ;WBL'- 23 UBtan . * >r -i'. •. .I' 381' 25* 21* . 25 A "tort* WpM Hr Bm pm it FT Mvartta 


BknW 140 1BS810uiS% 17* 18* A toxditop 090 72 137 u37 3ft 36% 

Block Dm 124 15 2 45 4ft 44* A todea&p Q4B 10 B22 b 4% ft A A 

BMCSdbt 335988 50% 49* 50% +1* Q24 12 M 1ft 1ft 1ft -* 

BenEw«XO32 20 742 1A 14 M* A GnsaAP 11016 10 9* 9% ft A 

BOW&B 30 233 21* 20% 20* A 20 A A A 


e 4Tarraxa. 020 *stb 202 'ft ft .5* A' n 

47% 37%TtFfi«nex 100 23 17 820 JO* 4ft. ,43 A, ‘ 

-10 ft m»a)J 004 8J 53S ft ft ft '• * 

79* 85 TO Co® A « 143 00 37 12Z ZA 72% 73* ? 1.V , 

1* ailSMB* 40 _» ’ .1 -■>- • 

*9% 38* lOti 140 IB 17 2307 <7* 4ft 47* - A : - 

Z7* 18% nH-Btafx 0B8 *4 10 23 22%. 22* 

55% 47% TRW x 104 20 34 ® ; 54 C% 03%^ ^+1%, 

28* 22* Tdwn W OBI 164 2ft 2ft Z3% ■; 

ft ATMpa • 3 W ft ft. fc-uj*;- 

4ft ftTrtrt - 104 30 2110» - « 4ft -..<B A - ? 
15* 11*TMn 171047 14% «% 14* A ; 

54% 40% Tuft 400 10 2O)0U5«% 54 54% 


"1ft mpp*m ' *> •'» -47 15 43% 1ft 1ft .A 

uaftiWilBMfi. % 2 D '09 15-1713 a* -21, «% A 
- ^'25*.«Nrt jVIH-ft 3ft. l2% +1% 
raft--: 23'UHto - 9 384 K* 24* . 25 A 

‘•4ft32*4iaicp* '409 20. 14..584 4ft 4&f 4ft ; A 
.CTJfetem < -aw 0318.9W.^1 aft 31%, - 
k79&«S*i0Sex. .yia4 Jl*2!4S1M®% - 7« '7ft -+1 
i 10%? T5,IJMMXirX - lM2 .41 15 . 314-18* 1 B 1ft 'A 

47r.MO -3K7.4ft <7 A 

■aSJft'UtaW* '4JO K0 11 .119 >18 40% •/» A 
^5*327% UaMtOip ■loe in i4- SQ2 B86* 34% ss% A 
"iBviftUnDrt ..‘MP MaiJOT'al ^4ft 4ft. A 
*80Si87* MUM - 3jl4 tf»r® »*.7ft 79 +1 
^«S8i?tiBrt^ ." aft-35% ae* ■+% 


Rto MtoMlV EdUmofFT BlCWtal 

«My WirtM tar MSS Meet Ha pert* Iwi Jm 1 1987. BSSBnqii 
•lMm«amtanaMb aMaaddMdndniinrtdienH«ae»laaad 
■ MW uadMioe. Mae M® bm itak ” - 

iHm pH* km. ne prta«n * i it im h imm im* pH* mmmr 


** 611 ^ 164 ft 5* 5* A 

3 31* IS S 2 ft fiwvaoxoa a 1215 ift «% 19A A 

Bmbom 1910727 24% 23* 24 


.*gk. MHirtma ar-HHdpk. ph wu. mm h hrt 


Bortad 5331 7 b 7 ft 7% +ft 

BortnTc SB JOuCS* 29* 2ft 
Bm*W A 052 18 310 2ft 25% 2ft A 
memot 105 33* 32% 32% -1* 
BE8 Bnepxi.no 12 34u34* 33* 33% A 
Baflta 734 9 0% BH -ft 

BdunT 2 ?}1 2U 231 A 

Barton 33 1411 U33% 31* 32« +iS 


Nangn 172 326 1ft 17 17* A TCACHrii 004 22 164 3SA 32* 33A A 
I ItoptCp 004 20 131011% 11 11% +* TUft* 2KB* 14* 13% M* A 

NexHCW Jfl 13A 13i 7 # 1 A -A TacMMB 207436 27* 26* 27* A 

Mariam Ofl0 18 215 55% S3* 55% +2* TacunWi 100 9 IB 5372 52% 52% 

- tartTB 050240009 47* 46% 47 A Tefcetec 118 438 29% 28% 25% A 

78 ft S* ft A | tkntKi « iw 15* 15* 15* fegjp ® 10% ft 9% A 

WhnlBtf 072201919 48* 47* 48* +% lUCanMt S 2078 22% 22* 22* A 
NWMr 72514 C* 41% 4ft A TatoH 471X81 U43* 47* 49+2* 

NumX 2220228 73 7* 7JJ A TataOCP 001 730 19* 18% 11% A 

WIBHH 0 103116 82* 80* 02 +% Tatra Toe W 510 25 34* 24% 

wont 16 291 11% 11% 11% A TmFMDRiXUB 35 im Sft 58* 5ft A 


NrinTUf 072201919 48% 47* 4ft +% TuCamMb 
NWMr 72514 C* 41% 4ft A TdUh 


9 W 1% m% 1% 


RH.--rffw2rag3-.3- i?i i s2ff n r^ , 25 

nysMu/ *.•. •/ tff-inni 3®3g -35*2 3tfW- «4i • Wm cM atJtota ttt current mretf reports m n 

OAitoMat’ * M.lrtMO'.SS* 1 35 85* +%.: ! qDBMlr reports u .aqr-CtaPHto « to U» wdan p y w* 
TiSlBWiiC iT-Sral ift, - to ift A t # aynboL IP ontor reports mo (ktonatlonel Accase) 

gin'wst '! •’ - Nfoor.-oft’. 30 sft A.. i-0O4-3a>ao97 or pta tto w» «M on mnvnMn «*oan 


g^jSSr; «% 3ft, +% 

zSsiosriM; w® is w aw., ft sft A 
u^usxosk a Jim *»> "S . 

Ktft^Mix-420 '«* ift- A 

(Sftuiant >76 SJS 10/529 1 27 2ft 26% A 


1% 3ft ; +* ;' raportt you want and lax your raquwr to (Haredkwl Acnaa) 
:, -B . " ; 9i -1 -804-320-0135. Raporte MB &a mot ftt next worUng day. 

29 2ft ' a Ub)ect to waMWiy. Yoo cm aiao enter orfne ad Mbctf 
'%.*’%• • .wwUcNncxomAxil-bbi/tB. 


tohrtMB O4B 10 20 34 34 34 A 

HBOS CO 
HaWriar 

- C - Heaton 

CTac 94 258 29* 2BA 29* A I®*™ 

totaxtooxaao 16 380 1ft 14 14% A Hedringar 

cwvcp 789 ft ft a* -A takto 

7B 7!i 732 tommy 

CM Mere 1293 12* mi* 12* A tot* 

Oadoto 10 807 7* 6% 7 A Hotopic 


-o- 

OOrttoS 17 42 14% 14 14 A 
■«• OcMf JB404I tft 1ft 18% A 

HrdtotaH 84 2 68 693 6B A OdattaA 20 70 11% 10* 11% A 

Hartevyvi 084 12 39BU35* 34% 35 A «IMnl0 184143 1ft 1BA 1BA +.11 

HBOSCD 00B 47 7787 63% 00% 63* +2% OtfabayN 100 9 2 43* 43* 4ft +1* 

HaUtor !B2328u46% 45% 48* A OTriaCI 109 It 155 42ft 41% 41% 


12 5 11* 11* 11* A 
36 2S2 b 15 14% 1ft 
4131 lA 1* lA -A 
11 4 10% 1ft 1ft 

20 599 25% 24% 25 
000 11 359 17* 17* 17% 
201609 23% 22 23* +% 


^ : • r : a *•: . - •• 

•!••■;• •* - -V- >.f /• 


Crete 37 1473 5* 4|J 4{| *ft H04H Beal 008 15 JO 38* 38* 3ft 
CHxjn Inc 04932 1 4 122*121 %121% +ft Hoabtfax IK 21 180 4B* 4ft 49* 


CxritOoCm 097 21 59 43% 43 43% A 


03)301541016% 15% 18 A 


CaseyS 

Caigena 

4 poetise My 23 tBiCo 


Ctoadato IB® 35* 34* 35 *n fHBKtf, mo 15 920 2ft IB* 28% A 
Canada* 049 11 J0ul6% 18% ift A HvcoOd 6 8 ft 5% 5% A 


to. e 1001 ftb iw ao« Mm v „ 3 ft ft AT - 

39 12% 12* 12% A cnWTA .004 29 913 -, 10% 10% ift" • " 
5 lOt 6% 6% 5% A totaCA: ;-12 .-0) lft‘13% ift; . 


Advltaga 39 12*12*4 12*+^ cmoA 

Akmgd 5 i01 ft 6% 6% A crew) 

AOnta Z 385 U ft tt Od^I 

Avbatad 257 5% ft 6% A quSc 

Am or Fa 424 6 10 42* 42* 42* : - ah ^. 

AoaWri 4M8 ft ft « A wm - 

fobtf* m ISA 12% 13 +% 

abxhmh* m s 4« 5 A am 

ASRtoa aoo 5 w 21A 21% SOA +A 


ML E.IMi tob'lwetorCtat' Meiair^iito- t» W LwOonEtaf ««* to. E 10Da Wpo Iwaomltop 

' V w ."Si., ft' ft ftf' ’-' i; Hpbn.’.ic. 032 IB 2US 2ft Z7% 20 A MYTH* 004 22 1108 4ft 4ft 46U *A 

CraaffTA .004 29 • 913 -.10% 10%'tft'-"' \ M .'*".* * 7 ” 3 ’5A 14H ift +A 

CnmCA- ■'Its* l3%Mftis4- ’ Wtarir- -a» 29 M 23,V22%.22% A r*B8S»B 661220 ft 6A ft -A 

DwbtB^ . ' n:» ift^ra* ttims*; 18 17*17% A Petit 3 82 7% 7 7* 

0& ~ "038 17 ' ‘ 7 m 22% Zft f - j- 1 V 6ft - ft -f ( PUC IM 11 31 14 ift 13% 

Cybex "138 lft.10%10%_A -y- >•;_?» •- , * ' . 

"h tirta^> .--(tu-ia « 3ft J2* 12% A Rwatfair S 25% 2ft 25% 

awe ’28. 2tf.. -A .; .(Ltouvr- 1416 ft ft ft +A . 

.• -.--.Vv - toirinol: . 40 155 .. .12 liii.11* A SJWCapx 238 12 23 54* 54* 54% A 
EwinCD -is» 20 .^riftift tft, -A5 ; <ftr • VQ , *> **■ ^ 

EdxrBU. 2173 -ft' ft 5S ■?.; ^ Tkb Pre* x 020 12 30 ft ft ft 
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MONDAY 


In 1917 by Diego Rivera, could make 

ssoo.ooo. 


Reassuring Japan 


Mrs Margaret Beckett, UK trade and 
industry secretary, arrives in Japan for 
a three-day visit She will meet senior 
officials of Japan's Ministry of 
International Trade and Industry and 
the Finance Ministry, with the aim of 
reassuring Japan about the UK’s 
business climate under the new 
government and promoting British 
exports. Her meeting with Dr Shoichiro 
Toyoda, chairman of the Keidanren, 
Japan's main industry body, may raise 
interesting issues. Dr Toyoda is also 
honorary chairman of Toyota, the 
carmaker. This year a senior colleague 
of his caused a political storm in the 
UK by saying Toyota would reconsider 
further inward investment there If the 
UK did not join the European 
monetary union. 




EG 




Hazardous chemicals pact 


Governments 
begin a week of 
talks in Geneva 

international 

I the Import of 

unless agreed 

by the importing country. The pact, 
due to be signed next December, would 
make mandatory the existing 
voluntary procedure of Prior Informed 
Consent, now used by more than 150 
nations. Still to be decided is the list of 
hazardous chemicals to be included in 
the treaty, which is sponsored by the 
United Nations Environment 
Programme and the UN Food and 
Agriculture Organisation. Despite the 
voluntary scheme, dangerous 
chemicals (including some banned in 
the west) are still exported to 
developing countries unable to handle 
them. 



Ruling on Korean rights 

A court in Osaka is due to rule on a 
case brought by Korean residents of 
the Japanese city who are seeking 
voting ri ghts in local elections. Osaka 
has a large Korean community. Many 
of them are second or third generation 
deyeudants of workers who came to 
Japan when Korea was a Japanese 
colony, or who were brought over as 
forced labour during the war. Despite 
their long residence, many do not have 
Japanese citizenship, and so have been 
barred from participating in politics. 


symbolise the close relations between 
the two countries. This would be the 
first time a foreign leader has 

addressed a British cabinet. 


Public holidays 

Austria, Bolivia, Brazil. Chile, 

Germany (some states), Liechtenstein, 
Monaco, Poland, Portugal, Vatican City 


FRIDAY 


FT Surveys 

Luxembourg, FT Guide to Preparing 
for JBmu, Croatia , 


Soccer. 

European Cup final between Juventus 
and Booissia Dortmund in Munich 


Asean enlargefitent talks 

Foreign ministers of the seven member 
nations of the Association of South - 

East Asian Nations (Aseah) meet in . 

Kuala Lumpur (to May 31)-. They are 
due to discuss the proposed admission *, 
into the group of Burma, Cambodia 
and Laos, which are expected to be 
admit ted this year in spiteof objections' 
from the US and European countries.; 


\m 
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[ THURSDAY 


FT Survey 

Management Buy-Outs 




SATURDAY 


Today Denmark’s appeal court is due to hear charges brought by a group of citizens that Mr Pool Nyrap Rasmussen, the 
prime minister, violated the constitution by signing the Maastricht treaty 


Maastricht treaty of May 1993. Mr 
Rasmussen transferred more of the 
nation’s sovereignty than was 
permitted by the constitution. 


FT Survey 

Turkey 


Tennis 

French Open (to June 8) 


Public holidays 

Bahamas, Bermuda, Georgia, Gibraltar, 
UK, US (Memorial Day). Zimbabwe 


attempts to reach agreement on plans 
to open the EU's $100bn-a-year gas 
market to cross-border competition. 
Officials hope ministers might agree on 
the broad framework today, clearing 
the way for a special meeting next 
month to decide on the extent and 
speed of market opening. But talks 
could be hindered by French political 
uncertainty, because of elections, and 
by disagreements over bow to deal 
with the problem of European gas 
companies which have 20- or 30-year 
contracts with gas suppliers, and could 
see their market share reduced by 
competition. 


labour can still mobilise in the run-up 
to the EU's Amsterdam summit 
conference on the jobs issue. 


OECD agenda 

Finance, economy and trade ministers 
of the 29 members of the Organisation 
for Economic Cooperation and 
Development start their two-day 
annual meeting in Paris. Their agenda 
is expected to include unemployment 
international regulatory reform, trade 
and investment and a planned 
initiative to combat bribery and 
corruption. The minister s will also 
commemorate the 50th anniversary of 
the Marshall Plan, the US-led 
programme of economic reconstruction 
of Europe after the second world war, 
which led to the establishment of the 
OECD. 


TUESDAY 


FT Survey 

Spain 


Maastricht hearing 

Denmark’s appeal court is due to hear 
charges brought by a group of citizens 
against Mr Poul Nyrup Rasmussen, the 
Social Democrat prime minister , whom 
they accuse of violating the Danish 
constitution by signing the Maastricht 
treaty. They maintain that by 
committing Denmark to European 
Union membership under the 


Historic pact 

Nato and Russia are to sign a historic 
pact in Paris which signalled the 
Kremlin's acceptance of the western 
military alliance’s planned eastward 
enlargement The deal followed months 
of negotiations. Both western and 
Russian leaders said it would reassure 
Moscow that Nato expansion did not 
constitute a threat while allowing the 
alliance to move into eastern Europe. 
President Boris Yeltsin and leaders 
from 16 Nato member states are due to 
attend the ceremony. Russia had been 
eager to conclude an agreement before 
Nato invites new members to join at its 
July summit in Madrid. Leading 
contenders for admission are Poland, 
Hungary and the Czech Republic. 


WEDNESDAY 


Unemployment protests 


EU gas competition 

EU energy ministers will hold their 
first meeting since December, with 
discussions likely to be dominated by 


European trade 
unions are 
staging a day of 
action to 
protest at mass 
unemployment 
across the 
continent The 
British Trades 
Union Congress 
is holding meetings across the country 
and Mr Robin Cook, the UK foreign 
secretary', will address union members 
in London. A big march is planned in 
Brussels by the European Trade Union 
Confederation. Demonstrations are 
planned in Paris and in German cities 
as well as in Spain and Italy. The 
gatherings will provide some indication 
of what power and influence European 


Clinton visits Europe 

The biennial transatlantic summit 
between the EU and US takes place in 
The Hague, where President Bill 
Clinton will meet Mr Wim Kok. prime 
minister of Netherlands, holder of the 
rotating EU presidency, and Mr 
Jacques San ter, European Commission 
president Leaders will be signing two 
bilateral cooperation agreements on 
customs co-operation and control of 
chemical precursors to illegal drugs. 
The two sides may complete 
negotiations on a mutual recognition 
agreement Involving removing 
non-tariff barriers on $40bn of traded 
goods. Discussions are also expected on 
the former Yugoslavia and Russia, 
relations with Cuba, Iran and Libya. 

Mr Clinton is expected to attend the 
50th anniversary commemoration of 
the US Marshall plan for the 
reconstruction of post-war Europe. 


Pulp Mures debut 

London trading of palp futures starts . • 
today for the first time. OMLX. the 
London-based securities and 
derivatives exchange operated by OM 
group of Sweden, says the contract will 
give participants in the pulp and paper 
industry - either sellers or buyers - a 
way to lessen exposure to price 
fluctuations through hedging. More 
than 15 wood pulp producers and 
consumers are to start dealing in the ... 
electronically-traded contract, called 
Pulpex, which is a direct challenge to 
the wood pulp futures market started / 
by Finland's Futures and Options 
Exchange. 
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Indonesian vote 

Indonesian voters are set to go to the 
polls today to vote in parliamentary . 
elections after a tightly controlled 
campaig n, marred by violent clashes 
between rival party supporters. Golkar, 
President Suharto’s ruling party, is set 
to win a sixth five-year mandate, 
dearing the way for presidential . 
elections next year. Golkar said it 
expected to win 70 per cent of the vote, 
defeating the Islam-oriented United 
Development Party and Indonesian 
Democratic Party. 
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Latin American focus 

Demand for Tatin American art has 
been rising steadily in recent years and 
this week in New York both Sotheby's 
and Christie's are bolding auctions. 

The top lot at Christie's this evening is 
“Paquete Azul” (Blue Package) by the 
contemporary Chilean artist Claudio 
Bravo. The painting, of a blue package, 
carries a top estimate of 3600,000. At 
Sotheby's on Thursday “Sambas" by 
the Mexican artist Rufino Tamayo is 
expected to sell for about Sim. This 
still-life of water-melons and apples, 
painted in 1951, is regarded as one of 
his most significant works. “Paysage 
de Toledo”, a large landscape painted 


Nato prepares for summit 

Nato foreign ministers begin an 
informal two-day meeting in Lisbon to 
discuss enlarging the alliance and to 
prepare for the Madrid Nato summit in 
July. They are expected to agree to 
step up military manoeuvres by the 
Partnership for Peace, an arrangement 
that provides for military cooperation 
between Nato and former Eastern bloc 
states. The proposals include more . 
frequent information exchanges and 
strengthening ties between partners 
and Nato's command structure. 


French election 

Second round of the French 
parliamentary elections. The first 
round was held yesterday (May 25). 
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Clinton talks to UK cabinet 

President Bill Clinton is to address the 
British cabinet in a move designed to 


Bolivian contest 

Septuagenarian General Hugo Banzer 
is the front-runner in today’s general 
elections in Bolivia, which mark 15 
years of uninterrupted democracy. 
Although the former dictator may 
emerge as first-round leader, he will be 
far short of the 50 per cent required for 
outright victory. The six principal 
parties in congress will then decide 
which of the two leading candidates' 
becomes president. 


■ . Xi-' L'CWiiE 

Vl 7!f*nds grounding** 

. *■:..* — Ca 
V^-rr. 


■'tf 








03 tax refm i m 


7 



Compiled by Bob Vincent. 
Fax: (+44) (0)171 873 3194. 


Other economic news 


Statistics to be released this week 


Monday: Public holidays in 
the US and the UK today, 
but German CPI data from 
several states expected to be 
released, along with trade 
and current account figures 
for March. 

Tuesday: US consumer confi- 
dence should be led higher 
by the recent performance of 
Wall Street, while house 
sales are likely to show sus- 
tained strength. French 
household consumption in 
April could pick up by 
enough to raise the annual 
growth rate to 0.4 per cent. 
Wednesday: The Bundes- 
bank meets, although there 
are no expectations of a 
change to official interest 
rates. Japanese industrial 
production for April to 
remain firm, following the 
MITT forecast. 

Thursday: The UK deficit in 
visible trade should continue 
to bulge, towards £Ibn 
(Sl.Sbn) for March, while 
non-EU trade in April shad- 
ows March's £606m figure. 
Friday: A slew of data from 
Japan, led by unemployment 
and Tokyo's May CPI. But 
the large retail store sales 
figures for April will show 
the effects of the rise in con- 
sumption taxes, and record a 
sharp fall. 


Statistic 


Medan 

Forecast 


Previous 

Actual 


Day 

Released Country 


E co n om ic 

Statistic 


IHlti p W 

.Actual 


Mart Japan - 
May 26 Japan 

Germany 

Germany 


Germany 

Germary 

Germany 

Germany 


May 27 Sweden 


Apr supermarket sales** 

Apr department store sales** 

Apr Import prices* C 

Apr import prices” S 

Apr consumer price index final* C 

Apr consumer price index final” 1 

May Hesse cost of living* 

May Hesse cost of living” 

May N Rhine Westphalia cost living* 
May N Rhine Westphalia cost living** 

Apr household consumpbanf C 

Mar industrial production” £ 

BOT-Mteubishi 24 May 
Apr existing home sates A 

May consumer confidence 1 

Redbook 24 May 

May wholesale price index 2nd 10 days 
Apr BOj corporate services prices” 

Apr BOj corporate services prices* 


Wed Germany 
May 28 Germany 


Mar trade balance 


Mar current account 


May INSEE industrial survey 
Apr durable orders 
Apr durable shipments 
Apr Industrial prod price index* 


Canada Apr raw materials price index -1.491 

Thur Japan Apr industrial productkxrt 0.696 

May 29 Japan Apr shipments)- .. ■*' .' 

Italy Apr hourly wages 4.596 

UK Mar global visible trade -£90C 

UK Apr ex-EU visible trade . _-£60C 

US Initial claims 24 May 321K 

US State benefits 17 May 

Canada Mar fix-weight employee earnings** 2J5% 

US M2 week ended 19 May ' • $S.3b 

Nth lands Ol gross domestic product prebn*** 0.596 

N tblands Q1 gross domestic product preBm” JL296 

Fn US Ol gross domestic product prelim £L0% 

May 30 US Ol gross domestic product price indx 2.796 

Japan Apr consumer price Index (nation)” 1.696 

Japan Apr unemployment rate 3£96 

Japan Apr ratal sales” 

During tho week... 

Italy Apr M2 3-month average 7.496 

Italy Apr total bank lending 2.596 

Germany Apr Icon consumer chmate 

Germany May prettm cost of living* west . 0.296 
Germany May prelim cost of Bving” west 1.2% 

Italy Mar trade balance (payments) 

'month cn month, "year on year, "*tytr on qrtr, tseasoraSy atfsld S ta ti st ic s 


May 30 US 

Japan 


Statistics, StBndem & Poor's MMS 


ACROSS 

1 Very blue swan with a high 
voice (6) 

4 To reverse excessively in a 
dance is silly (8) 

9 An indistinct impression of 
untidiness (6) 

10 Some pressure in factory 
with single refreshment 
counter (8) 

12 I acted in variety show (8) 

13 Be still shivering (6> 

15 Badly delivered over to 
knock about (4) 

16 Untrustworthy advice for 
cheaper air travel (3-2-5) 

19 An opportunity to put one 
in the picture? (6.4) 

20 I love getting a thank-you 
letter (4) 

23 I breathe fresh air in part 
of Spain and Portugal (6) 

25 Reg gets entangled with 
metal wire (8) 

27 The prototype of an oii-rig 
installation (8) 

28 Sleeping fish? (6) 

29 Sweetheart Joins sergeant 
in dance (8) 

30 A horse that’s better in the 
long run (6) 


DOWN 

1 Sack for someone who 
takes money (7) 

2 Legally under constraint to 
jump across (5.4) 

3 There must be the will to 
provide it (6) 

5 Forget to put it on the 
order (4) 

8 Learnt to become easy-go- 
ing (8) 

7 Initially it may be uphill, 
even steep (5) 

8 Item with which man cov- 
ers a limb (7) 

12 Runner allowed to enter 
the reran heat (7) 

14 She is seen in an evil envi- 
ronment looking shame- 
faced (7) 

17 A mundane subject (9) 

18 Possibly given tie in case 
(8) 

19 Extra benefit one sort of 
bowler on cricket side pro- 
vides (4-3) 

21 Kick out married lover (7) 

22 Is getting in support to 
stand one’s ground (6) 

24 In the border I can find 
heather 15) 

26 Mineral used as a filler for 
dental cavities 14) 



MONDAY PRIZE CROSSWORD 

No.9,384 Set by DANTE 


Six bottles of Davys Celebration Champagne for the first correct solu- 
tion opened and three runner-up prizes of £40 Davys food and wine 
vouchers redeemable in person or by post. These prizes are available 

only to winners living in E ng l an d. Scotland and Wales. Winners with 

overseas addresses will receive a set of silver-plated place name bases 
and cords. Solutions by Thursday June 5, marked Monday Crossw o rd 
9384 on the envelope, to the Financial Times. 1 Southwark Bridge. 
London SEl 9HL Solution on Monday June 9. Please allow 28 days for 
delivery of prizes. 


Name 

Address.... 



LONDON 


SHIRTS 

Thomas Pink 


‘The place to buy shirts in London 
today is Thomas Pink M ™eti»w 

"Beautifully made ”-n«.YiHi*aiAw 
“ Exceptional value” -FWAXCIW.TMES 


Summer ’97 Catalogue 

OUT NOW 


For a FREE COPY sead (he coupon or telephone 


0171-498 3882 


PINK 




Send to: Thomas Pink, FREEPOST LON 350. 

85 Jermyn Street. PQ Box 7786, London SW1Y 6BR 


Namei__ • ___V ___ 


Address*... 



Wn Credit Bank rroTTStefc 

-k Mintj v«r-3i 


«wa for s 



■slants 



5 


. .5»La**9(Rn in- 


solation 9,372 






WINNERS 9,372: Miss M.A. Flack, Sawston, Cambs: N. 
Chandra. Washington DC, USA: Miss J. Cotterill, Welles- 
bourne. Warwicks; T. PenhaJe. Torquay. Devon. 
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